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. changed in 1962 to Golconca Mining Corporation. .

ltem 1 - PR

The business of the Ccmpany consists.of four principal classi-
fications (i) the manufacturing and markcting of wvalves, fittings,
rcgulators and other controls for pressuri:ed gases, (ii) the
design, manufacturing and marketing of mocdular and custom kitchen,
cafeteria, and restaurant equipment for commercial and industrial
feeding operations, (iii) the engincering and manufacturing of
precision componants and assamblies for use in aerospace vehicles,
military and commercial aircraft, computers, and a variety of
other industrial and commercial products, (iv) the participation
through stock ownership and other means in mineral resources,
exploration and develozment.

The Company vwas incorrorated in 1927 in the State of Idahko as
Golconda Lead Mines. From 1928 until 1957 it operated a mine and
a flotation mill located in the Cocur d'Alene Mining District of
Idaho. In 1957 the c01alnat~on of declining metal prices, rising

. costs, and the exhaustion of the then known ore reserves resulted

in the closing of the mine. The mill treated ores of other mines
on a contract basis until 1960. The name of the Company was

v

In 1957 the Ccmoany began a program of acquiring mining companies
and properties in thas vicinity of the Osburn Fault btetween %allace
an@ Mullan, Idaho, an area known as the Golconda Area. AS a _
result of its holdings and securities in other mining companies,
it came within the definiticn of an investment company as that

_term is defined in the Invasiment Company Act of 1940. 1In

- February, 1966 the Companv's registration as a non-diversified

closed-end rmanagement investment ccmpany under that Act became
effective. It continued as such until Mar"h 1971 when it was
de-registered following a change in the nature of its business

- which occurred@ when Astro Cont-ols, Inc. was mergad into_the

Company on Septemper 15, 1970 at which time the name of th
Company was changed ts Golccnda Corporation its present tlt‘e

" Astro Controls, Inc. was organized under Delaware law on
May 6, 1969, pursvant to an Agrzement of Consolidation among
Ploneer-AStro Industries, Irc., an Illinois corporation organized

. on April 27, 1946 aré The Bastian-Blessing Ccmpany, an Illinois

corooratlon organized on Nay 9, 1908.

Controls and Realated qulcmen;

ion, the Company designs, develobds,

Through its RegO Divis

manufactures and markets: (2) pressure ragulators, valves and
other control eguirment for LP-gas and anhydrous ammonia; (Db)
pressure regulators, cyvlinder valves, maniZfolds and other control
equipment for atmospheric and other compressed, liguefied and
dissolved gases; (c) gas welding and cutting equipment; gd)
medical oxygaen ané chamical ecuipnant; (e) clectric welding
products; (f) pneunatic control devices for the fluid power
lndusury, and (g) cylinder wvalves and regulators for self-
contained breathing arczaratuses.i common characteristic of Rego
Division products is the ccntrol os regulation of the flow of
gases either inito or out of containcrs in which the gases are
" stored, or into pining systems. Reg0O products are cesigrecd for
a wide variety of gases and temperature and prassure crtremes.
Products for use with crvcgcnic cases are reguired to withstand
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temperatures as low as minus 3200F, Depending on TIC dppiicacivi,
.leg0 equipment 1s designed to requlate pressurces from a few ounces

t0 10,000 pounds per squarc inch.

RegO Divisicn prreducts a-e sold nation-wide and, to a limited.
extent, abroad. These cales are mado by a combination of ¢leven
full-time Reg0 s2leswmen, and one hundred and nine franchished
distributors and distrikzutors abroad. Reg0 also distributes a- =—:==m.
substantial nu:iber of catalogs to LP-gas marketers and anhvdrous '
ammonia dealers tn_ougbout the country. In the last fiscal year - ’
the largest custoner oI this Division accounted for 6% of its
sales and its five larcest customers accounted for about 20%
of its sales.

Through its Anderson Copper and Brass Division(Anderson), the Company
manufactures and markets a line of fittings for use with copper tubing.
Included in the rroduct line are flared flttlngs, compression flttlngsh
inverted flare, couble comzression and brass pipe fittings, as well
as garden hose and air hose Iittings. A catalog of standard items is
issued but orcdasrs are solicited for special items of a related nature.
Designad for usa with 2 var1°ty of gases and llqulds, the primary
application is in the plumbing industry.

The Anderson Divisicn banufac;uring operations, located in Alsip,
Illirois, consist primarily of screw machine and chucking machine .
operations, the raw nma<terial being exclusively brass rod and brass
forgings. Tha Divisicn purchases other components, such as valves
and tubing tools, and ofiers them for sale to its customers also.

Brass fit 1ng manufactured by the Anderson Divisiqn are sold on a

" nation-wice kasis by twentv-five manufacturer's agents who service

approxirately ssven huncdred and fifty accounts. A limited amount of
sales are abroad. 1In the last fiscal year, the largest customer of the
Division accounted for 15% of its sales and its five largest customers
accounted for atout 31% of its sales. '
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’ '/// I'ood Scervice Cqguipment

_ Through its Bastian-Blessirg Division, the company designs,
manufactures and markets a broad line of modular and custom
kitchen, cafcteria ard restaurant equipnent for commercial and
industrial feeding oc=zrations. tandard catalog units, as well

as many custom items, ere manuracturcd for all types of fast-

food operations, limitcd menu drive-ins, restaurants, nursing
homes, hospitals, colleges, devartment stores, discount and variecty
stores, schools, government agencies, military exchange bases

and instituticns that nave mass Zceding facilities. Installations
may include short order eguitment such as display cases, shelving
and beveragz stands, scda fountaians, food warmers, refrigerator
bases, salad and sarcéwich rrerzaration units and griddle stands,

or a complete cafeteria linz-up and kitchen dish tables, workboards
and sinks.,.

R

Bastian-Blessing engineers and distributors frequently assist
the customer in:.planning thz entire food service layout, including
all necessary eqguicrnent for storage, preparation and service of
food, as well as clean-up opsrations. Approximately 50% of the
division's business is comprised of custom manufacturing of
special orders. The manuizcturing operations, located at Crand
Haven, Michigzn, consist of the cutting, bending, forming and.
welding of sheat metal (prizarily stainless steel) and of ke

- polishing, insulation foaming, painting and wood work. Bastian- .

Blessing also purchases a few component parts, such as compressors
and valves for refrigeration units, grease filters for griddle
stands and stainless st2el zans for warming tables. To complete
ready-for-operation installations for customers Bastian-Blessing
purchases certain finished oroducts, such as ranges, refrigerators,
ice makers, dishwashers, garbage disposals and coffeec makers.
These parts and products arz manufactured commercially, and
Bastian-Blessing has no lcng-term agreements with suppliers nor
has it encountered any difficulties in obtaining its requirements.

Food egquipzent products zre sold through 2 nation-wide group

of distributors and dealers totaling approximately eighty-five,
The Bastian-Blessing field service organization of sixteen
individuals services the distributors and also makes direct sales
to certain repetitive accounts such as the Army and Air Fcrce
Exchange Service. A New York office is maintained to handle sales

- and to service natlonal accounts headguarterad.in New York. In ..
1972, the division's sales of mznufactured product to its largest
single customer accounted.Zor 15%.of such sales and to :the division's
five largest custormers totaled 29% of such sales.

‘" Precision Com=onents and 2ssemblies

Through its Pioneer Astro Incdustries Division,_ the compaby is engaged
in the énginésring zné manuvfacture of precision and ultra-precision
-components ané assemblies or sub-assemblies for direct use in

‘missiles, space vehicles, -fire conitrol equipment, ground support
devices, radar and trackinc cdevices, other products associated
with national defense, cormarcizl aircraft, computers, vehicles
and other industrial and ccmmearcial products. Products include:
(a) gear box housing zand cocvers for jet engines; (b) housings and
frames for inertial guidance ecuipment; (c) shafts, rotors and
drive plates for air ctearircs; (d) stator torque tubes; (e) inner
CYlinuc.s s»u. Commercial aircrait; (f) gear boxes for atomic
subnarines; (g) war heaés for two classified missile projects;
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A0 bLeryllium housinhgs, discs, head plates and lénse cells for
///’NASA' and (i) frames and supports for compnuters. 0d.

. The Division has expericnced a decline in volume since 1969
which is primarily attributed to the cut-buck in acrospace and
. defcunse contracts. The Division has experienced an operating loss
in each year from 1969 to the present, with the loss before federal
income taxes and corporate allocations for the current fiscal year
totaling $149,000.

All of the sales of Pioneer Astro Division for Government end
- use are pursuant to fixed price contracts. The Renegotiation Act
* of 1951, as amenrded, makes subject to renegotiations by the

Governmant all profits realized under Government contracts.
Approximately 65% of Pioresr's sales in the fiscal year encded
November 30, 1972 were subject to renegotiation. Pioneer does
not anticipate an adjustmant of profits from renegotiable sales
for the year, but it cannot offer any assurance as to the outcome
of renegotiation proceedings.

*Mining Activities anrd Invaestments

Through its Golconda Mining Division, the company is engaged .
in mineral explcration arnd develorments through capital stock:
holdings in affiliate comzanies and operating lease agreements
with affiliates Zor the exploration and developmant of certain
properties. The Division has not engaged in direct mining, :
milling, or exploration work since 1960. The Division is head~- .
quartered in ¥Wallace, I¢ako, in what is known as the Coeur d'Alene
District. Most imzortant among Golconda's holdings is 637,674
shares of Hecla !lining Company, listed on the New York St ock
Exchange. These nroldings represent 10% of Hecla's outstandwng
shares. Hecla is a major domestic procducer of silver and is
engaged in the development of other major mining properties.

L]

Golconda owns 54% o
owning 1,109 acres
under an ogerating ase agreement. By the terms of the lease,

Hecla will perfcrm ,,e-;-la‘ explcration and development work in
the area. I exploratl on proves successful, by terms of an
agreement dated april 3, 1970, Golconda will share 20% of the -
pre~-production ccsts of daveloprent, anéd receive 20% of the

net profits, if anv, from Hecla's operation of the exploration.
After Hecla and Golconda have recovered their respective shares
of prea-production costs, net profits from operations will be
divided as follows: 350% to Alice Consolidated, 40% to Hecla and
10% to Golccnda. Some exploraticn has taken place but no
significant develozments have occurred. Golconda's share of
pre-developnent costs are expected to total $200,C00 over five
years. -

l

Alice Consolidated Mines, Inc. a company
ining property to be explored with Hecla

9 1= O
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Golconda Corzoration operates its businesses as substantially
autonomous divisions. The following table sets forth the

contribution to the Company's net

sales and carnings before taxes

and extraordihzary itcme for the years ended November 30, 1972

and 1971.

Net sales

Controls
Food Service Eguigpment
Precision Components

Earnings before taxes
and extraordinary items

‘-

Controls
Food Service Eguicment
Precision Comzounents

.Golconda ining

1971

1972 3
26,727 S8 21,890 54
16,895 36 15,647 39
2,827 6 2,947 7
46,449 100 40,484 100
1972 4 1971 3
2,997 103 2,271 159
¢ '202) ¢ 7)) ( 758) ( 53)
( 256) ( 9) ( 391) ( 28)
375 13 310 _ 22
2,914 100 1,432 100 ~
—————— —— ——————— ] —_ . -

Because of - the organizational structure and nature of expenses
incurred prior to the n2rger of Golconda Mining Corporation and
Astro Controls, Inc., comparable data for years prior to 1970 is
In determining pretax income on a
items of income and expense
directly related to specific divisional operations have been so
allocated; corporate chzrges related to use of capital have been
allocated on ths basis of net assets in each division and other
corporate charges have bezen allocated proportionately to net sales.

not practicable to obtain.

. divisional basis for 1371 and 1972,

The following table sets forth the approximate percentage
contribution to thne COﬁ:any s net sales:and gross profits by each

of the cocntinuing manufacturing divisions:.

Net sales

Controls

Food Service Ecuipment
Precision Components

Total

Gross orofits

Controls
Food Servie Eguicment
Precision Components

Total

1972 1971 1970 1969 1968
58% 54% 55% 58% 643
36% 39% 38% 32% 25%
63 7% 73 10% 11%
100% 100% . 100% 1008  100%
71%  71%  6l%  68% 633
28% 27% 36% 28% 26%
13 28 ° 3% 4% 118
100% 100% 100%  100%  100%

For information relating to investment operations see Item 2 -

Consolicdated Statement oI

Farrings.
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/(// Comnetition ()G
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Golconda Corzoration is subject to intense competition from a
large number of iirms in each of the fields in which it is engaged.
Competition varices from clder and larger Lirwms having grcecater {inan-
cial resources than Golconda to small local and rcgional competitors
which have advantages ceriving from proximity to local markets.

Reg0 Division's principal market is the LP-gas industry, and RagO is
a significant supplier of LP-gas equipﬁent. With few exceptions,
most of Bastian-3lessing Division's competitors are local or regional
in character and generally small in size of facility and sales volume.
There is a surplus of machine shop and machine tool firms competing
with the Pioneer Astro Division for available business. In addition,
major defanse and zerospace Iirms are competing for business which
may have formarly cone to the small firms. The principal factor
affecting Golconda W'ning Ccrrvoration's business is the price of
silver in ths world and comsstic markets. Development of the mining
property interssts held by Colconda will be primarily influencad by
increases in thaz prices of silver.

Backlog | . .

As of MNoverbex 30
$12,905,000, substant
the current fiscal ve
$10,309,000. Backiog
for subsequent periods,

, 1972, the company's backlog of orders totaled
i21}v all of which is expected to be filled in
ar. At November 30, 1971, backlog amounted to
amounts are not necessarily indicative of sales

l_-A

Materials
The_ companv's anuFactu*ing activities obtain their naterial; and

used, alte*nate ;ou*cna are avallable. No 51qn1f*cant d¢ff1culty has
been experiencsd in cbtaining the company's requirements. There are
no material lo“g-ber“ fixed commitments with suppliers.

.In the case c¢f the mining part of the business the discovery of
silver ore bodies on its related properties would obvicusly te of
benefit to the value 0of the company's holdings of land and mining *
securities but since the company does not at the present time operate
any mines it is not to that extent dependent upon the discovery of
ore bodies ané the available supply of silver.

Research and Caveloomant

The dollar amouni of expenditures during the last fiscal year re-
lating to the dsvelcpment of new products or the improvements of ex-
isting products was incorseguential,

Number of Emnlovees

The company has roximately 1, 625 full-time employees, of which
60 are in exac:utive and managerial positions, 190 are engaged in pro-

aso

e &n
fessional, adninistrative and sales work, 165 are office and clerical
a N~

te

J

and the remaining ! nce of 1,210 consists of factory, warehouse and
other production-related parsonnel.

al
la
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)/// : - GOLCONDA COXDPORATION AND SUBSIDIARILS
CONSOLIDATED STATEMENTS OF EARNINGS, RETAINED O f

EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

A3

The following consolidated statements of earnings, retained earnings and
additional contributed capital for the three years ended November 30, 1972

public accountants, whose ogzinicn is included elsewhere herein. The con-
solidated statements of earnings, retained earnings and additional contri-
buted capital for the two fisczl years ended in 1969 combine the operations
of the constituent entities (Golconda Mining Corporation and Astro Controls,
Inc,) for their respective iscal vears as described in note (A) below and
are not covered by the opinion of independent certified public accountants.
In the opinion of manacemen:z, 2ll acdjustments(consisting only of normal
recurring accruals, except tha2 corbining entries described in Note A) neces-
sary for a fair presentation oI results of operations for those periods
have been made. . :

CONSOLIDATED STATEMENT OF EARNINGS

(In thousands of dollars except per share data)

Fiscal Year Ended (A)

e ——

1963 - 1969 1970 1971 1972

(not covered by .-
. auditors' opinion)

,422 $40,397 $45,865 $40,484 546;449

on

Net sales from manufacturing $2

operations .
Cost of goods sold . 26,859 30,525 35,499 31,378 35,918
Gross profit from manu- . .
facturing operations © 7,583 " 9,872 10,366 9,1CS 10,531
Selling, general and .
administrative expenses 4,800 5,891 7,613 7,324 7,374
Interest expense 407 1,151 . 1,158 1,117 994
Other income - net ¢ 104) ( 210) 150) 490) ( 444)

5,103 6,832 B,621 7,951 7,924

Operating proifit from L

manufacturing operations 2,460 3,040 1,745 1,155 2,607
Investmant operations (B) 532 348 22 310 375
Zarnings before incoma :

taxes and extraordinary

items 2,992 . 3,388 1,767 1,465 2,982
Income taxes (orincipally .
Federal) ‘ : .
Current provision 1,301 1,608 865 370 960
Deferred provision (benefiti) - 18 ( 30) 152 316~
1,301 1,626 835 522 1,276
IRYER 1,762 932 343 1,706
L. . .
' . | | | LS 000008
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Sarnings applicable to
purchased portion of

acquircd company .

Earnings from continuing
operation
Loss from disccntinued
operations -net (C)
Earnings before extra=-
ordinary itenms '
Extraordinary items (nst of
.Federal income taxes) (D)
Net Earnings(loss)

‘.

Weighted 5verage shares
outstanding (Z)

Per share data (E)
Earnings from continuing’
operations

Manufacturing operztions
Investment operaticns

“(primarily gain on sales
of investments)

From discoantinued
operations

Earnings before prefsrred
dividend reguirem=nt and
extraordinary items

- Less -~ Preferred dividend

requircment

Earnings before extra-
ordinary items
Extraordinary items

Net earnings (Loss) -

Dividends per common
share (F)

The accompanying notes are an intecgral part

- L.
| 08
Pisggl Ycar Ended {A) (Contd)
1968 1,569 1970 1971 1977
(not covered by
anditors' opinion)
) 431 S - $ = $ - S -
21,260 - 1,762 932 943 1,706
( s52) ( 252) - - -
1,208 1,510 932 943 1,706
78 280 ( 995) ( 52) -
§ 1,285 $ 1,790 S{ 63) § 89L $T.70%
2,593 2,727 2,771 2,785 2,785
s .30 § .52 ¢ .31 0§ .24 $ .51
.19 .13 .03 .10 .10
¢ .02) ¢ .09) - ° - -
.47 - .56 .34 V34 .61
.19 .18 .17 .15 .14
.28 .38 .7 .19 C .47
.03 .10 ( .36) ( .02) -
$- .31 S .48 $( .19Y $- .17 S 47
$ .12 S 128 .12 8 - s -
of this statement.
LS 000009
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bcncfit
inoe - beginning of periodas restated
:t earnings for .the period

s dividends
: Bastian-Blessing Company

ymesr Astro industries,
-0 Controls, -— Preferred . .
L:o:d= !iining Corporation
‘Corporation - Common
~01da Coraorgtlon - pPreferred... . :
-caticn of earnings(164,799)less dividends($44,000) (Note 2) 120,799 - '

~11ht on of portion of Bastian dividends paid to Ploneer

ance - erd of period

accompanying notes are an integral part of this statement.

GOLCONDA CORPORATION AND SUBSIDIARIES . !

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

nce - beginning of period as previously reported ' .$13,404,482 _ . L e

" yrent of Golconda Mining Co. tax liability for

. _ -
T -+ - Fiscal Year Ended (A) ' r =
1968 ~ 1969 1970 1971 (1972 =4
: S
(not covered by 73
- auditors' opinion) -
1962-1967 including legal costs net of _ ' o ! .
. g 74,707) 0 L
13,329,775 | 13,762,294 14,854,537 14,052,546 14,530,402 .
-~ 1,266,006 ‘' 1,789,994 - (" 63,407) ~ 890,605 1,706,035
17,615,701 715,552,260 14,791,130 14,943, 15T 716,236,457
‘ 736,826 370,956 . - < - :
'ss portion (41%) accounted for as a purchase(Note A) ~ (° 302,098) - ' - - - ,
: - 434,728 370,956 - : - - :
66,000 - ! - - - i
- _ 242,300 - - - - ;
- - ' 283,190 - - .
- : 455,394 . 412,749 3ea,741 |
- -— - i
P ... C e . . . .(- . e 147'.465) .:'. e o R T - - - f‘-
) - 853 487_';""697,751 """ 738,584 - 412,749 365,741
$l3 762,294 +$14,854,537 ~3$14,052,546 : 314,530,402 : §15, 8374696 ‘
,‘ E
) . }
1 H 4 ‘
’ o ;
{ ,~ !
it {

Golc - CDA dm - 0012



- : CONSOLIDATED STATEMENT OF ADDITIONAL CONTRIBUTED CAPITAL

_-«lance - beginning of period as previously reported
Costs relating to the merger of Pioneer and Bastian

lalance at beginning of period as restated

droccods in excess. of par value arising from sale of
7,0C0 shares of Picneer Treasury stock and
ccnversion of note payable prior to merger with Astro

hllocation of debt discount attributable to warrants
issuad in coarection with 7% subordinated notes
to insurance companies

Conversion of 7% convertible debentures into 3,000
shares of common : .

"osts relating to merger of Golconda and Astro Controls

~meunt applicable to cancellation of Golconda

Purchase and retiremont of Preferred stock(47,478. and
10,964 shares respectively)

Balance - end of pcriod

Acccmpanying notes are an integral part of this statement.

' \.
GOLCONDA CORPORATION AND SUBSIDIARIES \
| :
oo ~° "' Fiscal Year Ended (A AOU
~1968 1969 - 1970 1971 1372 o
{
n |
(not covered by
auditors' opinion) _ -~ ’
$6,362,405 $6,491,160 $6,713,945 $5,532,185 $5,880,346
{ 138,452) 4 52,711) -~ = -~
$6,223,953 $G6,438,449 $6,713,945 ma.mwn.wmm $5,830,346
267,207 - - “... -
d
- . 275,496 - = S -
. : F
- | - 45,000 - ~
- - - 226,760) - ~
- - - ( 652,839 ( 132,763
.$6,491,160 $6,713,945 $6,532,185 $5,880,346 $5,747,583
'
»
H ..r.
M | a :
) 'y
f
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/ GOLCCRNDA CORPORATION AND SUDSIDIARIES
NOTES TO CONHZSOLIDATED STATEMENTS OF MARNLINGS, RETAIMED
EARNINGS D ADDITIONAL C_ONTRIBU':'.‘ED CAPITAL
i
‘A) !

ﬁnlconda Corzoration (formerly Golconda Mining Corporation) acquired all

>f the outstanding stack of istro Controls, Intc. —effrctive SMBEr 15,777 : - -

L970 and has accounted for the transaction op a pooling-of-interest basts,
Re consolicdated summary O: earnings combines the results of operatlaens

5>f Golconda Mining Corporation (Golconda) for the two fiscal years ended
december 31, 1969 with the results of operations of Astro Controls, Inc.
(Astro) for the two fiscal years ended November 30, 1969, and includes
the results of operations oI Golconda for the eleven months ended
November 30, 1970 combined with thosa2 of Astro for the twelve months then
ended. The results of opsrations of Golconda for the month of December,
1969, exclucded in the year ended November 30, 1970 were insignificant.

Astro Controls, Inc,, (Astro) was the result of a combination, on a partial
pooling-of-interest basls, cf Pioneer Astro Industries, 1Inc. IPiEheer) and
The Bastian-3lessing Comcary (Sascian) as of May 5, T9BY. Acc Y,
the portiocn ot 1ec SE2rnings and extraordinary item relating to the 41% of
Bastian common stock accuirsd through cash purchases by Pioneer has been
excluded {roa the net earnings of Astro for the period prior to its 41%
investment in Bastian. '

Prior to the consolidation into Astro, Bastian and Pioneer reported on
fiscal years ended November 30 and April 30, respectively. Astro adopted
the fiscal.year of Bastian and Zor the fiscal period ended in 1968, the
‘operations of Pioneer have been restated to a twelve-month period ended
November 30, 1968 and have bzen combined with the operations of Bastian -
for the year then ended. 3is a result of this restatement, net sales and

net earnings of $2,306,499 and $164,799, respectively, have been included
both in the fiscal year ended Movember 30, 1967 and in the fiscal year ended
Movember 30, 1268. The Consolidated Statement of Retained Earnings has been
adjusted for the earnings included in both years. :

{3) :

Net investment income for the five “iscal periods ended November 30, 1972
is net of interest expenses of $70,193, $73,675, $198,206, $148,259 and
$107,535 respectively. In 1969, interest in the amount of §75, 200 was
capitalized as cost of investments.

Effective December 1, 1970, the company with the recommendation of its
independent public accountants, revised its method of recognizing gains
or losses on sales of its investments in securities from the specific
identification cost methoZ to the average cost method. The average cost
method providss for the determiration of gains and losses on a uniform
cost basis as compared to the company's former method of using specific
identification for the determination of the cost basis of securities sold.
The effect of thea change on net earnings for 1971 was an increase of
$214,139 ($.08 per common shar2). The effect of the change'in 1970 would
" be to decresase net earnings $30,080 ($.01 per common share). Because the
change in method did not materially affect the aggregate cost of the se-
curities held at Decembzr 1, 1970, but pertains to the determination of
the cost of sccurities sold, the change has no material cumulative effect. .
~ See Note 2 of Notes to Consolidated Financial Statements.

(c)

. The conﬁﬁﬂy discontinvad oparations of B/B Inperlal, Inc., a wholly- -owned
subsidiary in 1959, and discontinued operaticns of its Paris, Illinois
manufacturing facility in 1970. - The Consolidated Statement of Earnings
for Golconda Cerperation as been restated to seyregate the results of
discontinusd operaticns for the two years ended in 1969. The 1970 state-
nent of carnings has not been restated to scgregate the discontinucd
opcrations of the Paris, 1llinois plant in that year because the effect
Oon opcrgtions wWas not material. :
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The summary of product lines discontinued in connection with B/B Imperial,
Inc. and the Paris,; Illinois manufacturing facility prior to liquidation

is as follows: e ] -

$000's omitted except per share data

Te- .

Fiscal Period Ended

1968

Net Sales
B/B Imperial, Inc; ) . $2,592
Paris, Illinois | | 2,214

L . ' s

Earnings (Loss) *

B/B Imperial, Inc. . S .

4,806
_———

95
Paris, Illinois (147

$(_ 52)

. ] —— -~ —————

Loss Fer Share ' 8 .02)

1969

- $1,160
2,119
$3,279

$ 63 .
{ 315)
$( 252)

$(__.09)

_——

*The ‘earnings (loss) is after aoollcable income taxes (benefits) and
amount appilcab1e ta “purchased" portion.of the original company (see
Note (A) above), but excludes certain corporation headquartetrs and
centralized service expenses not allocable.

(D)

Extraordinary items consist of the following:

$000° omitteé

Fiscal Periods Ended

: 1968 1969 1970 1971
Gain on sale of portion of _ '
operations and of wholly- :
owned subsidiary . $ 103 $ 50 $ - $ -
Gain on sales of securities - 334 - -
Loss on liguidation of Paris,
Illinois Division -, - (2,027) -
Provision for settlement of
lawsuit related to products
cf operations discontinued . ~
in 1970 T - T e - ©(100)
103 384 (2,027) ( 100)
Applicable Federal Income Taxes 25 104 (1,032) ( 48)
$ 78 $ 280 $( 995) $( S52)
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iarnings per common share for the years 1969 through 1972 are based on the
ieighted average numnber of commor shares outstanding during each period.

‘he assumed preferred dividend requirement, $480,025 for 1968 and $438%,990
‘or 1969, was deducted in arriving at earnings available for common shares.
*he paid preferred dividaends deducted in arriving at earnings available for
rommon shares in 1970, 1971 and 1972 were $455,394, $412,749 and $3987,741,
espectively. : '

(F)

Jividends per common share are those paid by Golconda Corporation only
and do not reflect the dividend policies of Astro Controls, Inc. prior
to its merger with Golconda.

-

The years ended November 30, 1968 and 1970 include a provision for
employess' discretionarv bonus in the amount (net of taxes) of $117,000
or §$.05 per share and $138,000C or $.05 per share, respectively. Such
bonus was discontinued for the year ended November 30, 1969 and sub-

sequent to November 3G, 1970.

The oparating profit from manufac-ur'nq operations in 1970 declined from
the prior year due to rising manufacturing costs, the provision for the
employees' discretionzry bonus which was discontinued for 1969, and an
increase in administrative expenses. In addition, investment revenuss
declined in 1970 as compared to the prior vear, due.to the discontinua-
tion -of cash dividends from a major security in the investment portfolio.

The decline in sales during 1971 was due primarily to the general economic
downturn and tke discontinCation of an operating division in_July,-lB?O.
The decrease in earnings before extraordinary items is a result of the
sales decline z=nd is ca:t;ally offset by increased realized gains on sales

of investments.

The improved profits from manufacturing in 1972 reflect profit irmprovement
by all divisions. A comdbination of aggressive cost/benefit and value
engineering programs, ané ovarhead expense reduction resulted in capture
of the profit enhancemant opportunity aiforded by increasad sales. New
inter-divisional marketing and ooeratlonal programs also contributed to

1972 results.

© .
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The principal plants oparated by Golconda Covporation are listed
below with their, location, sguare footage, and the principal products
manufacturcd at eacihh locaticn. . »

- . Acreage :
: Floor Arcea (Where Principal Owned
Division Location (Sauare Fcet) Appl.) Products ' or Lcased
Regd, Chicago, 330,000 19.2 Valves & controls Owned
. Illinois o : (1)
Anderson Alsio, 30,000 3.3 Brass fittings Owned
* Illinois _ . . )
Béstianf Grand Haven, 315,000 17.8 Food service. equip. - Owned
Blessing Michigan ’ :
Pioneer Chicago; ) 96,000 - Precision machining '~ Leased
Astro Illinois {2)
(1) See Note 3 of YNotes to Financial Statements concerning a L

mortgage on this plant.

(2) The plant and adjacent land are leased for an annual rental
of $72,600, plus :fa2xas and insurance (totaling $30,000
in 1972) for a p2ricd of five years ending September 30, 1977.

RegO Division cperations are conducted in six adjacent buildings.

- Manufacturing oparations are conducted in a singla story brick

[

structure, Two of the rsmaining five buildings, which are used for
storage ard warehousing of raw material, semi-finished and finished
parts, are of brick construction, and three are metal frame. 1In
total, 200,000 sguare Ze=t are utilized for manufacturing, 50,000
‘square feet for lelSlO:al and corporate .office space, and 80,000
square feet are used for storacge and warehousing. Manufacturing
machinery and ecguicment consists of light to medium mestal cutting

and processing ecuignant ownad by the company. MNormal utilization

‘of plant capaﬂlt" is estimated at 80% of the 90% practical

capacity. Practical cacacity is defined as the realizable utilization

of rated capacitv. .

Anderson Copzer and Brass Division's manufacturing facilities
consist of a two year 9old one-s:tory expandable concrete and steel
building. Space is divided into 28,000 square feet for manu-
facturing and related facilities and 2,000 square feet for
office functions. Normal operations are at 908 of capacity.

Bastian-~Blessinc Division's manufacturing facilities consist of a

one story brick builéing which also incorporates approximately

60,000 square feet of space housed in steel strand construction.
Approximatel" 50,000 szuara feet of the facility are devoted to vare-
housing of inventories, and a separate brick structure of approximately
12,000 square fea2t ig used Zor storing and staging finished assemblies
and compeonents. Manulfacturing eguipment consists of general purrose
sheet metal fetricaticn ezuizment owned by the company. The plant
norwmally operates at zZatw2en 79% and 100% of manned capacity subject
to seasonal fluctuzsiocas in its order delivery schedule and may be
expacted to average 23% of normal manner capacity overall at present
volume levels.

\ o
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Pioneer Astro Divicion conducts its manufacturing operations in a
single one story bricXk structure. Approximately 2,000 square fcet

of arca are utilized Zor warehousing of raw and finished products,

All of its manutfacturing cguipimient falls into the category of standard
and specialized precision metal working mechinery. Current
utilization of Pioresr's facilities is approximately 553.

- e e S "

Golconda owns all of the significant machinery and equipment used
in its operations an2 considars that its plants and equipment whether
owned or leased, are %well maintained, adequately insured, and with
normal additions and improvements, adequate for its present and ;
foreseeable requirements.,

Golconda Corpora=ion owns approximately 2,500 acres of undeveloped
mineral properties in th2 silver bearing Coeur d'Alene District of
Idaho. The comrany 2lso owns an assortment of buildings, sheds, and

other pieces of acparatus connected with discontinued operations of

the Golconda mine.clossd in 1957 due to exhaustion of known ore

reserves and low metal prices. These structures o not constitute
procaerties.

substantial capital
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ITEM 4. . PARENTS AND SUBSIDIARILS

All of the dubsidiaries considered in the aggregate as a single
subsidiary would not corstitute a significant subsidiary.
ITEM 5 ) PENDING LEGAL PROCEEDINGS

There are no pending material legal proceedings, other than
ordinary routine litigation incidental to the business to which the

conmpany or any of its subsidiaries has become a party or of which
any of their property has become the subject.
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//;//// ITEM G INCREASES AND DECRCASES IN OUTSTANDING RQUITY SECURITIES
(A) Cumulative Convertible Preferred Stock (Par valuec $1.00 per
share)
) .
Description of Date of Incrcase (Decrease) - Amount
Transaction Transaction ~in Number Outstanding
Balance - . :
December 11,1971 _ ~ ' ) - 401,273
Purchase of Shares 6/1/72 to (10,964) ' 390,309
by Company 11/30/72 _ :
" Conversion to : ' '
: Common Shares 4/11/72 . ( 105) 390,204
Balance - . i
Noyember.30,\19]2 . 390,204
(1) Exclusive of treasury shares (none at December 1,
1971 ard 1972, The 10,964 shares purchased
during the ye2ar by the company were retired. ,
(B) Common Stock (no par value)
Descriptions of Date of _' Increase (Decrease) Amount
Transaction Transaction in Number Outstanding
Balance - _ T . ' : .
December 1, 1971 ' o 2,784,375
Conversion of |
‘Preferred Stcck ' o : ' o
to Common Shargs 4/11/72 157 2,784,532
Conversion of 7%
Dekantures to ) '
~common stock 12/1/71 93 2,784,625
Balance - ' ' -
November 30, 1972 ' 2,784,625
(1) Exclusive of treasury shares (71,250 at December 1, 1971
and November 30, 1972). . '
(C) 7% Convertible Sukordinated Debenfures due January 1, 1990
Description of . Date of Increase (Decrease) 'Amount
Transaction Transaction in Number Outstanding
Bélance - ' : , ' ~
December 1, 1971 ) S ' 4,950,000
Conversion to 12/1/71 (1,000) j 4,949,000
COMMOit - «olH : :
Purchased by Company 6/1/72 to (260,600) 4,689,000
- l1/20/72
. . Dalance - Novembar 30, 1972 4,629,000
"0. - .
' LS 000018
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ITEM 6 Conti:iucd

(D) Warrants to Purchase Common Stock ¢ $14.51 per share

expiring January 15, 1979 .. 5 . e————
Description of .Date of Increase (Decrease) Amount -
Transaction Transaction in Number Outstanding (

Balance - . _
December 1, 1971 292,467

Balance - . o <0
November 30, 1972 : - ' 292,467

-

_ (1) Exefci§able from January 15, 1969, expiring-January 15, 1979.
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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549 ////

FORM 10-K

ANNUAL REPORT

Pursuant to Section 13 or 15(d) of the

Securities Exchange Act of 1934

For the Year Ended -
December 31, 1974 Commission File No. 811-1342-3

GOLCONDA CORPORATION
(Exact name of registrant as specified in its charter)

Idaho 82-0122540
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

4201 West Peterson Avenue, Chicago, Illinois 60646
(Address of principal executive offices) (2ip Code)

Registrant's telephone number, including area code (312) 685-0600

Securities registered pursuant to Section 12(b) of the Act:

Title 6f Each Class Name of Each Exchange on Which Registered
$1.00 Cumulative Pacific Coast Stock Exchange
" Convertible Preferred
Stock
Common Stock : Pacific Coast Stock Exchange

Spokane Stock Exchange
Intermountain Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Title of Class

7% Convertible Subordinated Debentures Due January 1, 1990

Indicate by check mark whether the registrant (1) has filed all
annual, quarterly and other reports required to be filed with the
Commission, (2) has been subject to the filing requirements for
at least the past ninety (90) days.

Yes X

No

WMS.  Goreante AW
OFF-SITE STORAGE
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Item 1 HISTORY AND BUSINESS

The business of the Company consists of two principal clas-
sifications: (i) the manufacturing and marketing of valves, fittings,
regulators and other controls for pressurized gases and the engineer-
ing and manufacturing of precision components and assemblies for use
in aerospace vehicles, military and commercial aircraft, computers,
and a variety of other industrial and commercial products, and (ii)
the participation through stock ownership and other means in mineral
resources, exploration and development. In February, 1975 the Com-
pany sold its division which was engaged in the design, manufacturing
and marketing of modular and custom kitchen, cafeteria, and restaurant
equipment for commercial and industrial feeding operations. ‘

The Company was incorporated in 1927 in the State of Idaho as
Golconda Lead Mines. From 1928 until 1957 it operated a mine and a
flotation mill located in the Coeur d'Alene Mining District of Idaho.
In 1957 the combination of declining metal prices, rising costs, and
the exhaustion of the then known ore reserves resulted in the closing
of the mine. The mill treated ores of other mines on a contract
basis until 1960. The name of the Company was changed in 1962 to
Golconda Mining Corporation.

In 1957 the Company began a program of acquiring mining compan-
ies and properties in the vicinity of the Osburn Fault between
Wallace and Mullan, Idaho, an area known as the Golconda Area. As
a result of its holdings and securities in other mining companies,
it came within the definition of an investment company as that term
is defined in the Investment Company Act of 1940. In February, 1966
the Company's registration as a non-diversified closed-end management
investment company under that Act became effective. It continued as
such until March, 1971 when it was deregistered following a change
in the nature of its business which occurred when Astro Controls,
Inc. was merged into the Company on September 15, 1970 at which time
the name of the Company was changed to Golconda Corporation, its
present title.

Astro Controls, Inc. was organized under Delaware law on May 6,
1969, pursuant to an Agreement of Consolidation among Pioneer-~Astro
Industries, Inc., an Illinois corporation organized on April 27,
1946 and The Bastian-Blessing Company, an Illinois corporation
organized on May 9, 1908.

Controls and Related Equipment

Through its RegO Division, the Company designs, develops, manu-
factures and markets: (a) pressure regulators, valves and other
control equipment for LP-gas and anhydrous ammonia; (b) pressure
regulators, cylinder valves, manifolds and other control equipment
for atmospheric and other compressed, liquefied and dissolved gases;
(c) gas welding and cutting equipment; (d) medical oxygen and
chemical equipment; (e) electric welding products; (f) pneumatic
control devices for the fluid power industry; and (g) cylinder
valves and regulators for self-contained breathing apparatus. A
common characteristic of RegO Division products is the control or
regulation of the flow of gases either into or out of containers
in which the gases are stored, or into piping systems. RegO products
are designed for a wide variety of gases and temperature and pressure
extremes. Products for use with Ciyuyenit yueee wao required to
withstand temperatures as low as minus 320° F. Depending on the
application, Reg0 cquipment is designed to regulate pressures from
a few ounces to 10,000 pounds per square inch.

RegO Division products are sold nation-wide and, to a limited
extent, abroad. These sales are made by a combination of twelve
fulltime RegO salesmen, and three hundred and eleven distributors located
primarily in the United States and some abroad. RegO also distributes
a substantial number of catalogs to LP-gas markcters and anhydrous
ammonia dealers throughout the country. In 1974, the largest customer
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of this Division accounted for 10% of its sales and its five largest
customers accounted for about 38% of its sales.

Through its Anderson Copper and Brass Division (Anderson), the
Company manufactures and markets a line of fittings for use with
copper tubing. Included in the product line are flared fittings,
compression fittings, inverted flare, double compression and brass
pipe fittings, as well as garden hose and air hose fittings. A
catalog of standard items is issued, but orders are solicited for
special items of a related nature. Designed for use with a variety
of gases and liquids, the primary application is in the plumbing
industry.

The Anderson Division manufacturing operations, located in
Alsip, Illinois, consist primarily of screw machine and chucking
machine operations, the raw material being exclusively brass rod
and brass forgings. The Division purchases other components, such
as valves and tubing tools, and offers them for sale to its customers
also.

Brass fittings manufactured by the Anderson Division are sold on
a nation-wide basis by twenty-four manufacturer's agents who service
approximately eight hundred accounts. A limited amount of sales are
abroad. In 1974, the largest customer of the Division accounted for
8% of its sales and its five largest customers accounted for about

30% of its sales.

Historically, the RegO Division has sold LP-gas and ammonia
control products in the Northeastern quadrant of the United States
on a direct basis. In the balance of the country, distributors
have been utilized. 1In 1973, the concept of the RegO Distribution
Center (RDC), a new division, was adopted to bring a full-line
inventory of Reg0 products, Rochester gauges, selected Anderson
Copper and Brass fittings and other LP-market related products in-
cluding pumps, hose, paint, etc., on a resale basis closer to the
end user through off-the-shelf delivery direct from Golconda. Two
centers are in operation. One is in Chicago adjacent to Reg0O manu-
facturing facilities headquarters, housing some $1,000,000 worth
of products. The other (RDC II) is in Upper Saddle River, N.J.,
and provides 24-hour warehouse delivery service from its one-half
million dollar inventory to the New England and Middle Atlantic states.

Through its Pioneer Astro Industries Division, the Company is
engaged in the engineering and manufacture of precision and ultra-
precision components and assemblies or subassemblies for direct use
in space optics and laser equipment, missiles, space vehicles, fire
control equipment, ground support devices, radar and tracking de-
vices, other products associated with national defense, commercial.
aircraft, computers, vehicles and other industrial and commercial
products. Products include: (a) gear box housing and covers for
jet engines; (b) housing and frames for inertial guidance equipment;
(c) shafts, rotors, and drive plates for air bearings; (d) stator
torque tubes; (e) inner cylinders for commercial aircraft; (f) gear
boxes for atomic submarines; (g) war heads for two classified mis-
sile projects; (h) beryllium housing, discs, head plates and lens
cells for NASA; and (i) frames and supports for computers. The
Division has sought to expand its sales of products which are not ~
military/aerospace oriented. The acquisition in 1972 of a line of
needle and flow valves for the fluid power market and the establish-
ment during 1973 of the capability to manufacture pressure gauges
for use primarily by the RegO Division wi)) enable Pinnaar to further
limit the military/aerospace dependency. In 1974, the largest cus-
tomer of the Division accounted for 15% of its sales and its five
largest customers accounted for about 47% of its sales.

All of .the sales of Pioneer Astro Division for Government end
use are pursuant to fixed price contracts. The Renegotiation Act
of 1951, as amcnded, makes subject to rencgotiations by the Govern-
ment all profits recalized under Government contracts. Approximately
68% of Pioncer's sales in 1974 were subject to renegotiation.
Pioneer doecs not anticipate an adjustment of profits from renegotiable
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sales for the year, but it cannot offer any assurance as to the
outcome of renegotiation proceedings.

Golconda Metals Division was created in 1973 to recycle brass
scrap (from the RegO, Pioneer and Anderson Divisions) into machining
rod and forgings. Those products are used by the Divisions in manu-
facturing their products. The quality of product produced has been
proven by independent laboratory tests. The Division has experienced
substantial difficulties in attaining satisfactory levels of pro-
duction. This had the effect of adversely affecting earnings during
1974. Efforts are still underway to correct the situation. The
Division is presently in partial production on forglngs and aluminum
die castings.

The Division uses an automatic cored forging process developed
in England. The purpose is to produce less scrap, increase produc-
tivity, reduce tooling costs, and cut shipping and material handling
costs. These objectives, however, have not yet been fully realized.

Mining Activities and Investments

Through its Golconda Mining Division, the Company is engaged in
mineral exploration and developments through capital stock holdings
in affiliated companies and operating lease agreements with affiliates
for the exploration and development of certain properties. The Divi-
sion has not engaged in direct mining, milling, or exploration work
since 1860. The Division is headquartered in Wallace, Idaho, in
what is known as the Coeur d'Alene DPistrict. During the year,
Golconda disposed of its entire holdings of the shares of Hecla
Mining Company.

Golconda owns 54% of Alice Consolidated Mines, Inc., a company
owning 1,109 acres of mining property to be explored with Hecla
under an operating lease agreement. By the terms of the lease,
Hecla will perform specified exploration and development work in
the area. If exploration proves successful, by terms of an agree-
ment dated April 3, 1970, Golconda will share 20% of the pre-
production costs of development, and receive 20% of the net profits,
if any, from Hecla's operation of the exploration. After Hecla and
Golconda have recovered their respective shares of pre-production
costs, net profits from operations will be divided as follows: 50%
to Alice Consolidated, 40% to Hecla and 10% to Golconda. Some ex-
ploration has taken place, but no significant developments have
occurred. Golconda's share of pre-development costs are expected
to total $200,000 over a five-year period, and to commence in 1975.

Competition

Golconda Corporation is subject to intense competition from a
large number of firms in each of the fields in which it is engaged.
Competition varies from older and larger firms having greater fi-
nancial resources than Golconda to small local and regional competitors
which have advantages deriving from proximity to local markets. RegO
Division's principal market is the LP-gas industry, and RegO is a
significant supplier of LP-gas equipment. There are many large and
small machine shop and machine tool firms competing with the Pioneer
Astro Division for available business. In addition, major defense
and aerospace firms are competing for business which may have
formerly gone to the small firms. The ptthlpal Llaveui acloool..,
Golconda Mining Corporation's business is the price of silver in
the world and domestic markets. Development of the mining property
interests held by Golconda will be primarily influenced by increases
in the price of silver.
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Backlog

As of December 31, 1974, the Company's backlog of orders totaled 3
$9,570,000, substantially all of which is expected to be filled in
1975. At November 30, 1973, the end of the prior fiscal year, back-
log amounted to $15,251,000. Backlog amounts are not necessarily
indicative of sales for subsequent periods.

Materials

The Company's manufacturing activities obtain their materials
and components from commercial sources. During 1974, Golconda exper-
ienced basic material problems resulting from shortages in the economy.
Added costs were incurred to obtain materials and insure availability.

In the case of the mining part of the business, the discovery of
silver ore bodies on its related properties would obviously be of
benefit to the value of the Company's holdings of land and mining
securities, but since the Company does not at the present time operate
any mines, it is not to that extent dependent upon the discovery of
ore bodies and the available supply of silver.

Research and Development

The dollar amount of expenditures during the last fiscal year
relating to the development of new products or the improvements of
existing products was not material.

Number of Employees

The Company has approximately 1,075 full-time employees, of which
60 are in executive and managerial positions, 100 are engaged in pro-
fessional, administrative and sales work, 115 are office and clerical
and the remaining balance of 800 con51sts of factory, warehouse and
other production-related personnel.

Energy Shortage

The energy shortage through its effect on materials suppliers had
an adverse impact upon the Company's manufacturing operations and its
sales and customer orders. To the extent that a pronounced long-term
shortage adversely affects the economy in general and/or sales of LP-
gas in particular, its impact upon the Company's operations could be
significant. The extent, if any, to which manufacturing operations
will have to be curtailed will depend on the severity of the shortage
and the manner in which fuel is allocated to the various sectors of
the economy.

Environmental Matters

The Company is subject to environmental regulation by federal,
state and local authorities. There are no known material expenditures
required of the Company for pollution control equipment under appli-
cable environmental laws, for any of our long-standing operating
divisions. The establishment of the Golconda Metals Division in 1973
required expenditures for pollution control. The Division has instal-
led equipment which it is believed meets or exceeds known federal,
state or local standards.

Line of Business Information

Golconda's continuing manufacturing operations are and have
been for the last five years, engaged in only one line of business--
the production and sale of controls and related equipment.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS,

RETAINED -

EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

The following consolidated statements of earnings, retained earnings and
additional contributed capital for the years ended November 30, 1973 and
December 31, 1374 have been examined by independent certified public ac~-

countants whose reports are included elsewhere herein.

In the opinion of

management, the consolidated statements of earnings, retained earnings and
additional contributed capital for the three years ended November 30, 1972
include all adjustments (consisting of normal recurring accruals) necessary
to a fair presentation of such statements.

CONSOLIDATED STATEMENT OF EARNINGS

(In thousands except per share data)

Fiscal Year Ended

November 30, Dec. 131,
1970 (C) 1971 1972 1973 1974 (A)
(Not covered by auditors' report)
Net sales from manufactur-
ing operations (B} (F) $29,282 $24,837 $29,554 $36,196 $34,800
Cost of goods sold 22,507 18,190 21,984 26,314 27,397
Gross profit from manu-
facturing operations 6,775 6,647 7,570 9,882 7,403
Selling, general and
administrative expenses 5,333 4,727 4,641 6,027 6,402
Interest expense 1,158 1,117 994 923 1,274
Other income - net ( 251) ( 609) ( 577) ( 425) ( 943)
6,240 5,235 5,058 6,525 6,733
Profit from continuing
manufacturing operations 535 1,412 2,512 3,357 670
Investment (D) 220 458 483 1,668 10,266
Earnings from continuing
operations before income
taxes 755 1,870 2,995 5,025 10,936
Income taxes (E)
Current 352 536 966 1,416 1,670
Deferred-~provision
(benefit) ( 30) 152 316 505 1,763
: 322 688 1,282 1,921 3,433
Earnings from continuing
operations 433 1,182 1,713 3,104 7,503
Discontinued operations (B)(F):
Earnings (loss) from
discontinued operations’ 1,012 ( 405) 13) 166 507
Income taxes (benefit) 513 ( 166) ( 6) 69 259
U 239) T 7) 97 248
(Loss) on sale of Bastian-
Blessing Division:
Applicable to net assets
of division (less appli-
cible income taxes of
$950) - - - - ( 950)
Applicable to goodwill
written off (no tax
benefit) - - - - {(1,240)
499 ( 239) ( 7) 97 (1,%42)
Earnings before extraordinary
items : 932 943 1,706 3,201 5,561
Extraordinary items (net
of Federal income taxes) (F) ( 995) ( 52) - - -
Net Income (Loss) S( 63) $ 891 §$ 1,706 $ 3,201 § 5,561
Weighted average shares LS 000025
outstanding (G):
Common 2,771 2,785 2,785 2,785 2,785
Common and Common 3,365 3,360

Equivalent

——— gem——— | ————

Golc - CDA dm - 0027



November 30, Dec,” 31,
1970 (Cy- 1971 1972~ 1973 1974
Primary Earnings Per Share:
From Continuing Operations
Manufacturing $ .09 $ .29 $ .49 .57 $ .14
Investments .07 .13 .12 .35 2.09
.16 .42 .61 .92 2.23
Discontinued Operations .18 ( .08) - .03 (_.57)
.34 .34 .61 .95 1.66
Less: preferred
dividend requirement .17 .15 .14 - -
Earnings before extraordinary
items .17 .19 .47 .95 1.66
Extraordinary items ( .36) ( .02) - - -
Net income (loss) $( .19) $ .17 $ .47 .95 $ 1.66
Fully Diluted Earnings $(_.19) $ .17 $ .47 .89 $ 1.52
Dividend per common share (H)$ .12 $ - $ - - $ -
Note: See Note 2 of Notes to Consolidated Financial Statements.
The accompanying notes are an integral part of this statement.
LS 000026
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GOLCONDA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATI:D STATEMENTS OF EARNINCS RETAINED 9
EARNINGS AND ADDITIONAL CONTRIBUTED CAP’TI'AL

(A) Change of Fiscal Year

During 1974 Golconda changed its fiscal year end to
December 31 to conform to the year end of its parent com-
pany--Cerro Corporation. December, 1973 operating results,
net of taxes of $47,000 have been credited dlrectly to
retained earnings and are summarlzed below:

000's

Net Sales )
Continuing Operations $ 2,216
Discontinued Operations 1,075
$ 3,291

Net Earnlngs (Loss) .
Manufacturing $( 67)
Investments 382
315
Discontinued Operations ( 36)

$ 279

(B) Sale of Bastian-Blessing Division

On February 13, 1975 Golconda entered into an agreement to
sell the Bastian-Blessing (B-B) Division for cash. Total pro-
ceeds are estimated at $4,660,000. A reserve was provided for a
loss of $950,000 (net of tax benefit of $950,000) on the dis-
position of net assets and $1,240,000 on the write-off of
goodwill applicable .to B-B. This transaction is reflected in
the financial statements for the year ended December 31, 1974.

The accompanying Consolidated Statement of Earnings for the
fiscal years ended November 30, 1970 through 1973 have been
restated to present B-B's operating results as discontinued
operations consistent with 1974. The following table shows
the impact of the restatement on previously reported net sales
(in thousands):

YEAR ENDED NOVEMBER 30,
1970 1971 1972 1973

As originally reported $45,865 $40,484 $46,449 $53,568

Less: Discontinued
Operations 16,583 15,647 16,895 17,372

As per the accompany-
ing Consolidated '
Statement of Earnings $29,282 $24,837 $29,554 $36,196

In determining earnings (loss) from discontinued operations,
B-B was charged with a portion of corporate administrative
expenses which are relatable to B~B and which are not expected

tn -~~»~ ~nAd with interest expense which would have been
eliminated and/or earned through the use of the proceeds on
the sale.

(C) Astro Controls, Inc.

Golconda Corporation (formerly Golconda Mining Corporation) ac-
quired all of the outstanding stock of Astro Controls, Inc.
(Astro), effective Scptember 15, 1970 and has accounted for the
transaction on a pooling-of-interest basis. The Consolidated
Statcment of Earnings combines the results of operations of
Golconda Mining Corporation (Golconda) for the eleven months
ended November 30, 1970 with those of Astro for the twelve
months then ended. The results of operations of Golconda for
the month of December, 1969, eoxcluded in the year cnded
Novembe ), 1970, woere insignibicant,

mber 30,197 ' LS 000029
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(D)

Investment Operations

(E)

Effective December 1, 1970, Golconda with the recommendation
of its independent public accountants, revised its method of
recognizing gains or losses on sales of its investments in
securities from the specific identification cost method to the
average cost method. The average cost method provides for the
determination of gains and losses on a uniform cost basis as
compared to the company's former method of using specific iden-
tification for the determination of the cost basis of securities
sold. The effect of the change on net earnings for 1971 was an
increase of $214,000 ($.08 per common share). The effect of the
change in 1970 would be to decrease net earnings $30,000 ($.01
per common share). Because the change in method did not
materially affect the aggregate cost of the securities held at
December 1, 1970, but pertains to the determination of the cost
of securities sold, the change has no material cumulative effect.
(See Note 3 of Notes to Consolidated Financial Statements.)

Income Taxes

Golconda's effective tax rates for earnings from continuing
operations are different than the Federal statutory rates. The
following table analyzes these differences: :

1970 1971 1972 1973 1974
Statutory rates -

Federal . 49.6 48.0% 48.0% 48.0% 48.0%
Impact of capital

gains rates on :

investment income ( 3.8) ( 4.8) {( 3.3) ( 6.2) (17.2)
Investment tax

credits and profits

of Domestic Inter-

national Sales

Corporation - ( 1.0) (1.8) ( 4.9) ( 1.8)
State taxes and

other ( 3.1) ( 5.4) ( .1) 1.3 2.4

——— e— ——— n——— e——

42.7% 36.8% 42.8% 38.2% 31.4%

——ttwt  e— mte——
pr————— - 4

Tax law allows or requires the determination of taxable income
in a manner different from generally accepted accounting princi-
ples. The table below reconciles earnings of continuing oper-
ations per the accompanying financial statement to currently
payable taxes (computed at each years' effective tax rate).

LS 000030
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(in thousands)
1970 1971 1972 1973 1974

(Yo

Income from continuing
operations before in-
come taxes - $ 755 81,870 $2,995 $5,025 $10,936
Investment earnings
not currently tax-
able due to use of
installment sales
tax treatment (1974)
and specific identi-
fication costing 30 ( 306) ( 610) ( 529) ( 6,709)
Excess of tax over '
book depreciation (  49) ( 120) ( 226) ( 310) ( 308)
Commissions on Domes-
tic International
Sales Corporation - - ( 105) ( 195) 195
Reserves not currently
deductible for tax
purposes--primarily

related to inventory - - - - 900
Other 88 13 . 203 (_284) . 304

Current taxable
income §$_824 81,457 $2,257 $3,707 $_5,318

Current income tax
provision $ 352 § 536 $ 966 $1,416 $ 1,670

The provision for income taxes consists of:

(in thousands)

1970 1971 1972 1973 1974
Current
Federal $( 291) $ 337 § 892 $1,316 S 1,818
State 124 33 68 169 111
Deferred ( 30) 104 316 505 813

$(197) $_ 474 81,276 $1,990 $ 2,742

Allocated to:
Continuing operations § 322 §$ 688 $1,282 $1,921 $ 3,433

Discontinued opera- .
tions 513 ( 166) ( 6) 69 ( 691)

Extraordinary items (1,032) ¢ 48) - - -

$( _197) 8 474 81,276 $1,990 $ 2,742

" () = Benefit

See also Note 1 to Natee +n Consolidated Financial Statements.

LS 000031
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(F) Extraordinary Items

Extraordinary items consist of the following:

(in thousands)

1970 1971
Loss on Liquidation of
Paris, Ill. plant $ 2,027 S -
Provision for settlement’
of lawsuit related to
products of Paris, Ill. - 100
2,027 100
Tax Benefit (1,032) ( 48)

Net Extraordinary Loss $ 995 S 52

Golconda discontinued operations of its Paris, Illinois manu-
facturing plant in 1970. However, since operating results
were not significant, the consolidated statement of earnings for
1970 was not restated to treat results of operations as an
extraordinary item.

In accocrdance with the provisions of Accounting Principles
Board Opinion 30, effective October, 1973, the above items
would have been charged to continuing operations. However,
Opinion 30 prohibits restating prior year financial statements
for conformity. Had the 1970 and 1971 statements of consolidated
operations been restated, earnings from continuing operations
would have been reduced by the respective amounts above.

(G) Earnings Per Share

Primary earnings per share for the fiscal years 1970 through
1972 are based on the weighted average number of common shares
outstanding during each period. Primary earnings per share for
fiscal 1973 and calendar year 1974 were computed by dividing
net earnings by the average number of common and common equiva-
lent (preferred stock) shares outstanding. For the years 1973
and 1974, such preferred stock had a dilutive effect on earnings
per share, whereas such stock had an anti-dilutive effect for
the years prior to 1973. (See Note 2 of Notes to Financial
Statements.)

The preferred dividends paid and deducted in arriving at
earnings available for common shares in 1970, 1971, and 1972
were $455,000, $413,000 and $399,000, respectively.

(H) Dividends

Dividends per common share are those paid by Golconda Corpor-
ation only and do not reflect the dividend policies of Astro
Controls, Inc. prior to its merger with Golconda.

LS 000032
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MANAGEMENT ANALYSIS OF VARIATIONS
IN CONTINUING OPERATIONS

Manufacturing

In 1970, sales declined by approximately 6% due to the shutdown
in the third quarter of the Paris division. However, earnings declined
more severely due to a one-time discretionary bonus paid to all
employees, inability to pass along increased manufacturing costs at
the RegO division, higher salaries to administrative personnel and
consulting fees.

There was a 15% sales drop in 1971 caused by the full year impact
of the shutdown of the Paris division and reduced sales to two RegO
contract customers. Earnings increased from 1970 reflecting the
impact of higher sales prices at the RegO division and reduced admin-
istrative expenses.

Sales increased 19% in 1972, of which the acquisition of Anderson
Copper and Brass (Anderson) division in mid-year accounts for 5% and
the balance is from sharply higher sales at Reg0 division. Earnings
increased by 46% due to higher sales, cost control programs and re-
duced interest expense.

Sales rose by 22% in 1973, 8% of which is the full year impact
of Anderson, and continued growth of the Reg0 division. Earnings
increased by 24% due to higher sales and improved gross profit margins
from reduced manufacturing costs. Operating expenses increased sub-
stantially due to higher selling expenses and commissions on increased
sales, the full year impact of Anderson, costs for new computer appli-
cations and services from an outside service bureau and an incentive
bonus plan.

Net sales decreased 4% in 1974; however, the volume decline was
much steeper as the company was partially able to offset lost volume
by increased prices. The lower volume is principally attributable to
the depressed conditions in the liquid petroleum gas industry. Earn-
ings were severely impacted by the reduced volume, start-up problems
at the new Golconda Metals division (GMD) and by reserves provided to
protect against losses on receivables, inventories and the sale of
certain equipment. The reserves were considered appropriate in the
depressed general economic conditions and the particularly hard hit
liquid petroleum gas industry. Start-up of GMD results in increases
in operating expenses such as maintenance and repairs, depreciation
and real estate taxes on the new plant. Increased interest expense
reflects the cost of financing working capital requirements at RegO
and GMD. Higher amounts of other income are due to interest earned
on a note received from Cerro Corporation on the sale of Hecla stock.

Investments

Investment earnings fell in 1970 when Hecla Mining Company dis-
continued its cash dividend. Earnings in subsequent years reflect
sales of Hecla common stock at market prices in the applicable years.

LS 000033
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ITEM 3

PROPERTY

[N
b

The principal plants operated by Golconda Corporation are listed
below with their location, square footage, and the principal products
manufactured at each location.

Acreage
Floor Area (Where Principal Owned
Division Location (Square Feet) Appl.) Products or Leased
RegO Chicago, 347,000 19.2 Valves & Owned (1)
Illinois Controls
RDC Upper 9,000 - Distribu- Leased (2)
Saddle tion Center
River, N.J.
& Chicago,
Illinois
Pioneer Chicago, 93,000 ’ - Precision Leased (3)
Astro Illinois Machining
Anderson Alsip, 29,000 1.7 Brass Owned
Illinois Fittings
Golconda Alsip, 25,000 1.6 Brass Owned
Metals Illinois Forgings
Corporate Alsip, - 5.4 Vacant Owned
Illinois Land

(1) See Note 5 of Notes to Financial Statements conderning
a mortgage on this plant.

(2) Comprised of two structures, one owned and located in
Chicago, Illinois adjacent to the RegO Division manufac-
turing facilities; and the other leased and located in
Upper Saddle River, New Jersey for an annual rental of
$33,000.

(3) The plant and adjacent land are leased for an annual
rental of $72,600, plus taxes and insurance (totaling
$30,000 in 1973) for a period of five years ending
September 30, 1977,

RegO Division operations are conducted in seven adjacent build-

ings. Manufacturing operations are conducted in a single story brick
structure. Two of the remaining six buildings, which are used for

storage and warehousing of raw material, semi-finished and finished

parts,

are of brick construction,

and four are metal frame. In total,

243,000 square feet are utilized for manufacturing, 34,000 square feet
for divisional and corporate office space, and 70,000 square feet are

used for storage and warehousing.

Manufacturing machinery and equip-

ment consists of light to medium metal cutting and processing equipment

owned by the Company.
mated at 90% of the 90% practical capacity.

Normal utilization of plant capacity is esti-
Practical capacity is

defined as the realizable utilization of rated capacity.

Pioneer Astro Division conducts its manufacturing operations in a

single one-story brick structure.

Approximately 54,000 square feet are

utilized for manufacturing, 21,000 square feet for warehousing and stor-

age and 18,000 squere feet for office spr~-

equipment

metal working machinery.

AYY ~# S+~ manufacturing
falls into the category of standard and specialized precision
Current utilization of Pioneer's facilities

is approximately 70%.

Anderson Copper and Brass Division's manufacturing facilities con-

sist of a

one-story expandable concrete and steel building. Space is

divided into 27,000 square feet for manufacturing and related facilities

and 2,000

75% of capacity.

square fcet for office functions. Normal opcrations arc at

Golconda Mctals Division's facility consists of onc pre-fabricated

concrcte single story structure.

Space is divided into 23,000 squarc

feet for manufacturing and 2,000 for administrative and office functions.

Operations are at 20% of planned capacity.
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Golconda owns all of the significant machinery and equipment
used in its operations and considers that its plants and equipment,
whether owned or leased, are well maintained, adequately insured, and
with normal additions and improvements, adequate for its present and
foreseeable requirements.

Golconda Corporation owns or controls through stock interests
approximately 2,500 acres of undeveloped mineral properties in the
silver bearing Coeur d'Alene District of Idaho. The Company also
owns an assortment of buildings, sheds, and other pieces of apparatus
connected with discontinued operations of the Golconda mine closed in
1957 due to exhaustion of known ore reserves and low metal prices.
These structures do not constitute substantial capital properties.

ITEM 4 _ PARENTS AND SUBSIDIARIES

Parent

Cerro Corporation, a New York corporation, located at 300 Park
Avenue, New York, New York 10022, owns 85% of the outstanding voting
stock of the registrant and may be deemed to be a parent of Golconda
Corporation.

Subsidiaries

Golconda Corporation has various subsidiaries under various
names, all of which in the aggregate as a single subsidiary would
not constitute a significant subsidiary.

Item 5 PENDING LEGAL PROCEEDINGS
See Note 8 of Notes to Consolidated Financial Statements.

Two complaints have been filed against the Company by the
Metropolitan Sanitary District of Greater Chicago alleging that
the Company's Anderson Copper and Brass plant in Alsip, Illinois
and the Company's RegO Division facilities in Chicago have violated
applicable ordinances through discharge of acids and metals into
the Metropolitan Sanitary District sewer system. The complaints
seek to halt the allegedly illegal discharges and other appropriate
relief. The Company believes that these matters can be settled and
compliance demonstrated without any material liability or expense
to the Company.

There are no other pending material legal proceedings, other
than ordinary routine litigation incidental to the business to
which the Company or any of its subsidiaries has become a party or
of which any of their property has become the subject.
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ITEM 6 INCREASES AND DECREASES IN OUTSTANDING EQUITY SECURITIES

(A) CumulatiQe Convertible Preferred Stock (Par value $1.00 per share)

Description of . Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding
Balance -

December 1, 1973 383,212
Conversion to

Common Shares April, 1974 ( 55) 383,157
Balance -

December 31, 1974 , 383,157

(B) Common Stock (No par value)

Description of Date of . Increase (Decrease) Amount
Transaction Transaction in Number Qutstanding (1)
Balance - .

December 1, 1973 2,785,513

Conversion of
Preferred Stock

to Common Shares April, 1974 82 2,785,595
Baiance -
December 31, 1974 2,785,595

(1) Exclusive of treasury shares (71,250 at December 1, 1973
and December 31, 1974)
(C) 7% Convertible Subordinated Debentures due January 1, 1990

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding

Balance =

December 1, 1973 - 4,441,000
Purchased by Company January & (14,000) 4,427,000
T December, '
1974
Balance - -
December 31, 1974 _ 4,427,000

(D) Warrants to Purchase Common Stock @ $14.51 per share
expiring January 15, 1979

Description of ' Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding (l)\
Balance -

December 1, 1973 292,467
Balance -

December 31, 1974 ‘ 292,467

(1) Exercisable from January 15, 1969, expiring January 15, 1979.

“
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ITEM 7 APPROXIMATE NUMBER OF EQUITY SECURITY IIOLDERS
$1.00 Cumulative Convertible

Preferred Stock, $1.00 par value 650
Common Stock, no par value 1,520

7% Convertible Subordinated
Debentures due January 1, 1990 650

Warrants expiring January 15, 1979
(each to purchase one share of : 4
‘common stock at $14.51 per share)

ITEM 8 EXECUTIVE OFFICERS OF THE REGISTRANT

All officers are elected by the board of directors and serve at the
pleasure of the board.

Gordon Paul Smith (58) -~ Chairman of the Board of Directors (June 27,
- 1974) previously President and Chief Executive
Officer, Chairman of the Executive Committee,
Vice Chairman of the Board and Director.

Prior to November, 1970, Mr. Smith was a vice president of Booz, Allen

& Hamilton, Inc., an international management consulting organization.

He became a director of Golconda in September, 1970 and subsequently

was named to the executive committee of the board which he served as

chairman. He was elected president and chief executive officer as of
February 1, 1972.

Richard S. Sloma (45) - President and Chief Executive Officer
(June 27, 1974) previously Executive Vice
President and Chief Operating Officer.
President of the RegO Division. Director
and member of executive committee.

Prior to May, 1970, Mr. Sloma was president of ITT's Abrasive Products
Company. He joined the RegO Division of Astro Controls, Inc. in June,
1970 which merged with Golconda in September, 1970 and continued to
serve as such until December, 1971 when he assumed responsibility for
all manufacturing operations of Golconda. He was elected a director
in April, 1972 and named executive vice president, chief operating
officer as of December 1, 1972.

John M. Stogin (45) - Secretary and Vice President-Corporate Counsel

In 1969, Mr. Stogin was vice president-finance of The Bastian-Blessing
Company. That company was consolidated in May, 1969 to form Astro
Controls, Inc. and he then became vice president-legal and finance

and a director of Astro. The latter company was merged with Golconda
in September, 1970 and he continued as vice president-legal and finance
until March, 1971 when he became vice president-corporate counsel for
the company. He was elected to the additional post of secretary in
February, 1972.

Frederick F. Schauder (36) - Vice President-Finance and Treasurer

Mr. Schauder was appointed as a director on September 12, 1974 and ~
vice president-finance and treasurer on March 29, %975. He 1is glso

vice president and controller of Cerro Corporation's Manufacturing

Group. Prior to joining Cerro in 1973, he spent ten years with

Arthur Andersen & Co.

Charles B. Cranford (37)- Vice President-Controller

Since joining the company in January, 1973 Mr. Cranford has served as
controller of both the corporation and its RegO Division. He was pro-
moted to his present position in January, 1974. Prior to joining
Golconda, he served as division controller and in other accounting
assignments for the AMF Corporation.
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Rocco R. Del Presto (50)- Vice President; President Bastian-Blessing
Division '

Since joining the company in August, 1971, Mr. Del Presto has served

in various managerial capacities with the Reg0 and Bastian-Blessing
Divisions of the company. He was named general manager of the
Bastian-Blessing Division in January, 1972 and was elected a corporate
vice president as of December 1, 1972. Prior to August, 1971, he was
vice president and general manager of ITT's Nesbitt Company ($50,000,000
sales). (This division was sold in February, 1975 and Mr. Del Presto
became an employee of the purchaser.)

Wray Featherstone (62) - Vice President; President Golconda Mining
Corporation. Director.

Mr. Featherstone has almost forty years of experience in the mining
field and is responsible for all of the company's mining activities
in the Wallace, Idaho area.

Richard H. Watson (53) =~ Vice President-Personnel & Organizational
Planning

Mr. Watson was director of industrial relations in 1969 when The
Bastian-Blessing Company was consolidated into Astro Controls, Inc.
which in September, 1970 merged with Golconda Corporation. He
served as director of industrial relations for those companies until
December 1, 1972 when he was named a corporate vice president respon-
sible for personnel and organizational planning.

Donald V. Ytterberg (48)- Vice President; President Anderson Copper
and Brass Division

Mr. Ytterberg was a vice president of the Anderson Copper and. Brass
Company when it was acquired by Golconda in July, 1972. He was
named a corporate vice president as of December 1, 1972.

ITEM 9 INDEMNIFICATION OF DIRECTORS AND OFFICERS

(a) "Any present or future director or officer, or the executor,
administrator or other legal representative of any such director or
officer, shall be indemnified by the corporation against reasonable
costs, expenses (exclusive of any amount paid to the corporation in
settlement), judgments, fines, amounts paid in settlement of any
action, suit or proceedings, and counsel fees paid or incurred in
connection with any action, suit or proceeding to which legal repre-
sentative may hereafter be made a party by reason of his being or
having been such director or officer; provided, (1) said action, suit
or proceeding shall be prosecuted against such director or officer or
against his executor, administrator or other legal representative to
final determination, and it shall not be finally adjudged in said
action, suit or proceedings that he had been derelict in the perform-
ance of his duties as such director or officer, or (2) said action,
suit or proceeding shall not be settled or otherwise terminated as
against such director or officer or his executor, administrator or
other legal representative without a final determination on the merits,
and it shall be determined that such director or officer had not in
any substantial way been derelict in the performance of his duties as
charged in such action, suit or proceeding, such determination to be
made by a majority of the members of the board of directors who were
not parties to such action, suit or proceeding, though less than a
quorum, or by any one or more disintercested persons to whom the
question may be referred by the board of directors. For purposes

of the preceding sentence: (a) "action, suit or proceeding" shall
include every action, suit or proceeding, civil, criminal or other;
(b) the right of indemnification conferred thereby shall extend to
any threatened action, suit or proceeding and the failure to institute
it shall be deemed its final determination; (c) the termination of an
action, suit or proceeding by a plea of nolo contendere or other like
plea shall not constitute a final determination on the merits; (d) a

LS 000038
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judgment of conviction in any criminal action, suit or proceeding
shall not constitute a determination that the person so convicted has
been derelict in the performance of his duties if it is determined by
a majority of the members of the board of directors who were not a
party thereto, though less than a quorum, or by one or more disinter-
ested persons in the manner provided in the preceding sentence that
the person so convicted acted in good faith, for a purpose which he
reasonably believed to be in the best interests of the company and
that he had no reasonable cause to believe that his conduct was un-
lawful; and (e) advances may be made by the company against costs,
expenses and fees as, and upon the terms, determined by the board

of directors. The corporation shall indemnify an employee who 1is

not an officer to the same extent that it does an officer. The
foregoing right of indemnification shall not be exclusive of any
other rights to which any director or officer may be entitled as a
matter of law or which may be lawfully granted to him; and the in-
‘demnification hereby granted by the company shall be in addition to
and not in restriction or limitation of any other privilege or power
which the corporation may lawfully exercise with respect to the in-
demnification or reimbursement of directors, officers or employees."
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ITEM 10

GOLCONDA CORPORATION AND SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

November 30, 1973 and December 31, 1974

PAGE
Reports of Independent Accountants
Price Waterhouse & Co. F-2
Alexander Grant & Company F-3
Financial Statements
Consolidated Balance Sheet F-4 & F-5
Consolidated Statement of Earnings Item 2
Consolidated Statement of Retained Earnings Item 2
Consolidated Statement of Additional .
Contributed Capital Item 2
Consolidated Statement of Changes in
Financial Position F-6 & F-7
Notes to Consolidated Financial Statements F-8 to F-15
Schedules
v - Property, Plant and Equipment . F-16
VI - Accumulated Depreciation, Depletion F-17
and Amortization of Property, Plant
and Equipment
VII - Intangible Assets, Deferred Research F-18
and Development Expenses, Preoperating
Expenses and Similar Deferrals
XII - Reserves F-19
XVI - Supplementary Income Statement Information F-20
Exhibit I - Calculation of Earnings Per Share F-21 & F-22

Schedules not included above are omitted as either not applicable
or not required or the required information is included in Notes
to Consolidated Financial Statements.

The individual financial statements of the Registrant are omitted
because consolidated financial statements are filed and because
the Registrant is primarily an operating company and all subsi-
diaries included in the consolidated financial statements are
totally-held subsidiaries.,
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To the Shareholders and
Board of Directors of

Golconda Corporation

We have examined the consolidated balance sheet of Golconda
Corporation (a subsidiary of Cerro Corporation) and its subsidiaries
as of December 31, 1974 and the related consolidated statements of
earnings, retained earnings, additional contributed capital, appear-
ing elsewhere herein, and changes in financial position and schedules
for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and accordingly included such
tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances.

In 1973, the accounting profession changed the criteria for
determining the types of items to be reported as extraordinary
items, and accordingly, the company has reflected these changes
in its 1974 consolidated statement of earnings, as described in
Note F to the consolidated statement of earnings.

In our opinion, the consolidated financial statements examined
by us present fairly the financial position of Golconda Corporation
and its subsidiaries at December 31, 1974, the results of their
operations and the changes in financial position for the fiscal
year then ended, in conformity with generally accepted accounting
principles consistently applied during the year except for the
change, with which we concur, referred to in the preceding para-
graph.

The consolidated financial statements of Golconda Corporation
and its subsidiaries for the fiscal year ended November 30, 1973
were examined by other independent accountants. '

ﬁ &/.-Zfz-«c "—'(.

Price Waterhouse & Co.

Chicago, Illinois

February 27, 1975, except as
to Note 10, which is as of
March 14, 1975
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AUDITORS ' REPORT

Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance sheet of

Golconda Corporation and Subsidiaries as of November 30, 1973 and
the related consolidated statements of earnings, retained earnings,
additional contributed capital and changes in financial position
for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and accordingly included
such tests of the accounting records and such other auditing proce-
dures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above
present fairly the consolidated financial position of Golconda Cor-
poration and Subsidiaries as of November 30, 1973 and the consolidated
results of their operations and changes in their financial position
for the year then ended, in conformity with generally accepted ac-
counting principles applied on a basis consistent with that of the
preceding year.

We have also examined Schedules V, VI, VII, XII and XVI
which are included in this report for the year ended November 30,
1973 and in our opinion, these schedules present fairly the infor-
mation required to be set forth therein.

éQQqhn.Jk«,%h*,sz &;»7¢,W;:

Alexander Grant & Company

Chicago, Illinois

December 31, 1973, except as to
Notes B and 9 for which the
date is February 13, 197S5.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

November 30, 1973 and December 31, 1974

oy
Avn,

ASSETS
CURRENT ASSETS 1973 1974
Cash $ 479,000 $ 1,827,000
Certificates of Deposit 750,000 -
Notes and Accounts Receivable less allowance
for doubtful receivables (1973 - $81,000;
1974 - $268,000) (Schedule XII) 8,913,000 5,556,000
Note receivable from Cerro Corporation, ,
including interest (Note 3) - 9,242,000
Inventories (Note 1) (Schedule XII) 19,714,000 17,518,000
Prepaid expenses and.sundry deposits 189,000 82,000
Net Assets of Division Sold (Notes 9 and B) - 4,660,000
Total current assets 30,045,000 38,885,000
INVESTMENTS - AT COST less reserve of
$175,000 at December 31, 1974 for market
decline (Notes 1 and 3) 3,418,000 613,000
PROPERTY, PLANT AND EQUIPMENT - AT COST
(Notes 1 and 5) (Schedules V & VI) :
Buildings and Improvements 4,947,000 3,396,000
Machinery, equipment and tools 13,066,000 12,356,000
Office furniture and fixtures 523,000 409,000
o 18,536,000 16,161,000
Less accumulated depreciation ( 9,078,000 ( 8,084,000
9,458,000 8,077,000
Land 691,000 839,000
10,149,000 8,916,000
OTHER ASSETS
Excess of cost over underlying equity of net
assets acquired (Notes 1 & B) (Schedule VII) 4,375,000 3,135,000
Deferred debt expense - less amortization on
the bonds outstanding method (1973-$91,000;
1974-$160,000) 570,000 410,000
Sundry ___ 508,000 297,000
TOTAL ASSETS ’ $49,065,000 $52,256,000
The accompanying notes are an integral part of this statement,
LS 000043
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

November 30, 1973 and December 31, 1974

LIABILITIES

CURRENT LIABILITIES 1973
Current maturities of long-term debt (Note 5) $ 896,000
Notes payable -~ banks (Note 4) 3,635,000
Accounts payable 5,688,000
Income taxes

Currently payable 878,000

Deferred ' . -
Accrued Liabilities

Salaries, Wages, etc. . 673,000

Property. and Payroll Taxes 426,000

Interest 239,000

Employee Benefits 129,000

Other __ 191,000

Total current liabilities 12,755,000

LONG-TERM DEBT (Note 5) 10,192,000
DEFERRED INCOME TAXES (Note 1) 1,153,000

COMMITMENTS, CONTINGENT LIABILITIES AND
SUBSEQUENT EVENTS (Notes 3, 4, 6 and 8) -

STOCKHOLDERS' EQUITY (Notes S5 & 7)
Capital Stock

Preferred (Redemption and liquidation
value - 1973 $14,370,000; 1974

$14,368,000) 383,000
Common _ 774,000
Additional contributed capital 5,674,000
Retained earnings 18,654,000
25,485,000

Less treasury stock - at.cost ___ 520,000

TOTAL LIABILITIES & STOCKHOLDERS' EQUITY $49,065,000

The accompanying notes are an integral part of this statement.

1974

————

$ 80,000

8,000,000

2,352,000

1,420,000

1,136,000

193,000
315,000
79,000
- 181,000
___ 56,000
13,812,000
7,058,000
964,000

383,000
774,000
5,674,000
24,111,000
30,942,010
520,000
30,422,000

$52,256,000
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

SOURCES OF WORKING CAPITAL
From Operations:
Earnings from continuing operations

Earnings (loss) from discontinued
operations
Add (deduct) expenses not requiring

outlay of working capital
Provision for depreciation

Amortization of deferred expenses
Deferred income taxes

Cost of investments sold _
Reserve for decline in value of
investments

Write-down of asset held for sale

Write-off of excess cost over
underlying equity of net assets
acquired

Working capital provided from
operations '

Net fixed assets of Division sold

Reduction of long-term notes receivable

Long-term borrowings

Cash surrender value of life
insurance policies

Increase in working capital for
December, 1973 (Note a)

Total sources of working capital

DISPOSITIONS OF WORKING CAPITAL
Net additions to property, plant and
equipment
Reduction of long-term debt
Purchase and retirement of preferred
stock
Preferred cash dividends declared

Year Ended

November 30,

1972

$1,814,000

( 108,000)

765,000
111,000
316,000
306,000

3,204,000

329,000

859,000

73,000

4,465,000

. 625,000
1,825,000

144,000
399,000

Plant and equipment purchased through

acquisitions
Sundry

Total dispositions of working capital

INCREASE IN WORKING CAPITAL

INCREASES (DECREASES)
CAPITAL COMPONENTS:

IN WORKING

Cash and certificates of deposit

854,000
168,000

4,015,000

$ 450,000

Year Ended Nov.

1972

$( 445,000)

Notes & accounts receivable-net 2,269,000
Inventories 2,736,000
Prepaid expenses & sundry deposits 93,000
Net assets of Division sold -
Net increase (decrease) in current
assets 4,653,000
(contiqued)

F-6

Dec. 31,
1973 1974
$3,125,000 $ 7,503,000
76,000 (1,942,000)
896,000 1,192,000 -
91,000 153,000
505,000 ( 189,000)
742,000 2,382,000

- 175,000

- 237,000

- 1,240,000
5,435,000 10,751,000

- 1,695,000

48,000 298,000 .
52,000 -

- 405,000
5,535,000 13,149,000
3,714,000 - 1,890,000

990,000 . 3,098,000

81,000 -

385,000. 383,000
149,000 ( 5,000)

B

5,319,000 5,366,000

$ 216,000 $ 7,783,000
30, 13 Mos. Ended
1973 Dec. 31, 1974
$( 582,000) $ 598,000
(1,070,000) 5,885,000 .
3,744,000 (2,196,000)
( 20,000) ( 107,000)

: - 4,660,000
2,072,000 8,840,000
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

lage 2

Current maturities of long~term debt
Notes payable -
Accounts payable

Income taxes

Accrued liabilities

Net increase (decrease) in current
liabilities

INCREASE (DECREASE) IN WORKING
CAPITAL

The accompanying notes are an integral

$

$

part of this statement.
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Year Ended
November 30, Dec. 31,

1972 1973 1974
476,000 $( 139,000) $( 816,000)
( 330,000) 2,043,000 4,365,000
3,165,000 156,000 (3,336,000)
569,000 ( 30,000) 1,678,000
323,000 ( 174,000) ( 834,000)
4,203,000 1,856,000 1,057,000
450,000 $_ 216,000 $_ 7,783,000
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMELNTS
PROP
Ay

NOVEMBER 30, 1973 AND DECEMBER 31, 1974

Note 1: SUMMARY OF ACCOUNTING POLICIES

CONSOLIDATION - All operating subsidiaries are consolidated and significant
inter-company transactions have been eliminated.

NOTE REFERENCES - In the accompanying financial statements, alphabetic note °
references are to Notes to Consolidated Statement of Earnings included else-
where herein.

INVENTORIES - Inventories are stated at the lower of cost (determined by
the first-in, first-out method) or market. Inventories are comprised of
the following: :
(in thousands)

November 30, December 31,
1972 1973 1973 1974
Finished Goods and
Work in Process $11,852 $14,786 $16,598 $14,685
Raw Materials and
Supplies 4,118 4,928 3,718 2,833
Total $15,970 $19,714 $20,316 $17,518

INVESTMENTS - Golconda carries its investments in mining companies (except
Alice Consolidated Mines, Inc. - Alice) on the cost basis. Reserves are
provided for declines in market value. Alice is accounted for on the equity

method. Gains or losses on sales are determined based on the average cost
of securities.,

DEPRECIATION - For financial reporting purposes, the Company computes depre-
ciation principally on a straight-line basis over the estimated useful 1life
of the assets. The estimated service lives and methods used in determining
depreciation are as follows:

Description Service Lives Method of Depreciation
Buildings and improvements 8 to 50 years Straight~-line
Machinery 5 to 20 years Straight-line
Furniture and fixtures 8 to 20 years Straight-line
Land improvements 20 years Straight-line
Leasehold improvements Life of asset Straight-line

or term of
lease, which-
ever is shorter

Maintenance and repairs are charged to operations as incurred. Betterments
and major renewals are capitalized. Upon sale or disposition of properties,
the asset account is relieved of the cost and the accumulated depreciation
account is charged with the depreciation taken prior to the sale with any
resultant gain or loss reflected in earnings.

INCOME TAXES - Provision is made for deferred taxes which arise primarily
from the use for tax purposes of accelerated depreciation methods and

timing differences in the recognition of investment income. Available in-
vestment tax credits on capital additions are accounted for under the "flow-
through" method (1974-$43,000; 1973-$149,000). The investment tax cicuit
and the effect of the use of a Domestic International Sales Corporation
resulted in reductions of the Federal income tax provision of

$180,000 and $247,000 in 1974 and 1973, respectively.

Effective June 2, 1974, Golconda will be included in the consolidated
Fedecral tax rcturn of Cerro Corporation. Under Cerro's tax policy, each
subsidiary computes its Federal tax liability and expense on a separate
company basis and remits to Cerro the amount of liability determined. 1In
this connection, Golconda will npay Cerro approximately $1,136,000 in 1975
applicable to the current deferred tax liability at December 31, 1974.
Statce income tax rcturns arce filed on an individual company basis.
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RESEARCII AND PRODUCT DEVELOPMENT COST ~ The Company follows the practice
of expensing research costs as incurred.

EXCESS OF COST OF ACQUIRED COMPANIES OVER EQUITY - The amount shown on
the balance sheet arose prior to fiscal year 1971 and is not being amor-
tized because, in the opinion of management, there has been no diminution
of value.

PENSION PLANS - Unfunded past service costs are being funded on a thirty-
year basis; current costs are being funded as accrued.

Note 2: EARNINGS PER SHARE

Earnings per common and common equivalent share were computed for 1973 and
1974 by dividing net earnings by the average number of common and common
equivalent (preferred stock) shares outstanding (3,365,000 in 1973 and
3,360,000 in 1974). Fully diluted earnings per share were determined on
the assumption that the average number of common and/or common equivalent
shares outstanding was further increased (to 3,793,000 shares in 1973 and
3,776,000 shares in 1974) by conversion as of the beginning of each year
of the convertible debentures outstanding. Warrants have not been re-
flected in the computation because they are antidilutive.

Note 3: INVESTMENTS .

At November 30, 1973 and December 31, 1974 investments were comprised prin-
cipally of capital stock of mining companies and are as follows:

November 30, 1973 December 31, 1974
Quoted Quoted
Market Market
Cost Price Cost Price
Hecla Mining Company
(None in 1974; 507,327 :
shares in 1973) $2,630,000 $ 7,483,000 S - $ -
Alice Consolidated
Mines, Inc. (54% owned)
(4,308,020 shares in
1973 and 1974) 399,000 2,671,000 399,000 1,508,000
Other, net of reserve 389,000 415,000 214,000 388,000

$3,418,000 $10,569,000 $613,000 $1,896,000
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Note 3 (continued)

Earnings from investments for the years ended November 30,

December 31, 1974 are summarized below:
1973
Net realized gain on sales of

Hecla Mining Company stock:
Shares sold to Cerro Corporation $

Shares sold to Others 1,753,000

Expenses including interest of

$87,000 and None, respectively ( 172,000)

Reserve for market decline of
certain investments -

Investment earnlngs before income -

taxes $1,581,000

P
1973 and
1974
$ 8,033,000
2,508,000
( 101,000)
(__175,000)

$10,265,000

The sale of Hecla stock to Cerro was completed on a basis which resulted
in Golconda receiving $916,651 in cash and $9,000,000 in a 2-1/2 year
promissory note of Cerro which bears interest at 110% of the prime rate.
On January 24, 1975 the note was prepaid by Cerro together with accrued

interest.

Alice Consolidated Mines, Inc. (Alice) owns 1,109 acres of mining proper-
ties. Hecla Mining Company and Alice Consolidated Mines, Inc. are engaged
in an exploration and development program to be conducted by Hecla on this
property. The Company has a 20 percent participation in the pre-production
costs for the exploration and development program. The Company's expendi-
tures are expected to amount to $200,000 over a five-year period, and to
commence in 1975. The Company will receive 20 percent of the net profits,

if any, until such pre-production costs have been recovered,

and 10 per-

cent thereafter. The realization of the Company's investment in Alice
is dependent upon the success of the exploration and development program.

Note 4: SHORT-TERM DEBT AND COMPENSATING BALANCES

At December 31, 1974, the Company has a $3,000,000 line of credit agreement
at a major Chicago bank which provides for unsecured borrowings until May 31,
1975, generally for periods of ninety days, at the bank's prime interest
rate. Continuation of this line of credit is subject to the terms and con-
ditions of the bank, such as the maintenance of average collected balances,
and management believes that the line will be reviewed and renewed at May 31,

1975,

Maximum short-term borrowing during 1974 was $4,600,000, and, based upon a
weighted average month-end computation, the average balance outstandlng was
$2,181,000 and the weighted average interest rate was 10.43 percent.

The $8,000,000 note payable to bank arose in conjunction with the sale of
Hecla shares (see Note 3) and, although originally a lona-term borrowing, _
has been classified as short-term in the balance sheet because the proceeds
of the Cerro note receivable (see Note 3) were used to retire this ob-

ligation on January 25, 1975.

There are no withdrawal restrictions on cash balances maintained at the
bank. However, in connection with the $3,000,000 line of credit and the
$8,000,000 note payable to bank, the Company has agreed to maintain an
average collected balance of 10% of the unused line (20% on any used

portion) and 10% of the note payable. At December 31,

1974,

the cash

balance shown in the balance sheet principally represented this compen-
sating balance after adjusting for float. Float (negative at December 31,
1974) is compriscd of $550,000 of unpresented checks less $150,000 of
deposits in transit and $1,200,000 representing one day's deposits.
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Note 5: LONG-TERM DEBT

Long-term debt at November 30, 1973 and December 31, 1974 is comprised of
the following:

(in thousands)

1973 - 1974
7% convertible subordinated debentures due
January 1, 1990 $ 4,441 $ 4,427
10% first mortgage note payable in monthly
instalments of $28,975 including interest,
final payment due April 1, 1990 2,790 2,711

7% subordinated notes payable to insurance

companies 2,750 _,v->

Note payable to a bank with interest at

prime plus 3/4% 1,107 -
11,088 7,138
Less current maturities 896 80

$10,192  §_7,058

The aggregate amounts of long-term debt maturing in each of the five years
subsequent to December 31, 1974 are as follows:

1975 $ 80,000
1976 165,000
1977 423,000
1978 433,000
1979 444,000

The 7% convertible subordinated debenture agreement contains certain
covenants, the most restrictive of which provide, among other things, that
the Company:

Will maintain consolidated net working capital of $10,000,000.
At December 31, 1974, consolidated net working capital was
$25,073,000.

Will not pay cash dividends or acquire for cash any shares of
its stock in excess of $1,000,000 plus its cumulative consoli-
dated net income after November 30, 1969. At December 31, 1974,
retained earnings in the amount of $10,256,000 were free of such
restrictions.

In connection with the 7% subordinated note agreements, the Company has
issued warrants entitling the holders thereof to purchase, at a price
per share of $14.51, up to 292,467 shares of the Company's common stock.
These warrants expire January 15, 1979.

The trust indenture underlying the convertible subordinated debentures
provides, among other things, that the debentures are redeemable at the
Company's option at prices ranging from 104.5% in 1975 to 100% in 1984;
that annual sinking fund payments of $325,000 are required beginning in
1976 (such payments can be reduced by the principal amount of debentures
acquired by the Company or converted into common stock, as a result all
of the 1976 installment and all but $77,000 of the 1977 installment have
already bcen satisfied), that the Company has an option to make additional
annual payments of $325,000 beginning in 1975 and that the debentures are
convertible into shares of common stock at a conversion price of $10.67
per share (subjcct to non-dilution provisions).
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Note 6: EMPLOYEE BENEFIT PLANS ‘e

The Company has various benefit plans, including pension and executive
incentive compensation plans, covering a substantial portion of its
employees. Provisions for these plans for the year ended December 31,
1974 were $436,000 and $359,000 for the continuing operations and dis-
continued operations, respectively. The pension plan is for substantially
all salaried employees and full time hourly rated employees of all of the
Company's divisions. The actuarially computed values of vested benefits
and unfunded prior service cost for all of the continuing plans as of
December 1, 1974 exceed the total of the pension funds by $2,900,000 and
$3,700,000, respectively. The charges to continuing operations for the
cost of the pension plans for the years ended December 31, 1974 and
November 30, 1973 were $381,000 and $320,000, respectively. Management
believes that the requirements of the new Pension Law will not materially
affect the cost of the Company's pension plans.

In connection with the sale of the Bastian-Blessing Division (see Note 9),
the Company has agreed to transfer the pension fund assets applicable to
Bastian-Blessing Division employees to separate plans and the buyer has
agreed to assume all liability with respect to pensions attributable to
Bastian-Blessing employees. This assumption resulted in reduction of the
Company's December 1, 1974 unfunded vested benefit and unfunded prior
service liabilities by $2,000,000 and $2,200,000, respectively. In the
absence of regulations or interpretations of the new Pension Law, it is
not possible to say that Golconda will not be liable for the failure or
inability of the buyer to honor the terms of the pension plans. The
Bastian-Blessing Division charges for the cost of its pension plans for
the years ended December 31, 1974 and November 30, 1973 were $311,000

and $256,000, respectively.

Note 7: CAPITAL STOCK

Preferred stock consists of 934,406 authorized shares of $1.00 par value,
of which 383,157 shares are issued and outstanding at December 31, 1974.

.The preferred stock is entitled to a preferential cumulative annual divi-
dend at a rate of $1.00 per share. The shares are redeemable at the option
of the Company at $37.50 per share plus unpaid cumulative dividends. The
aggregate redemption and liguidation value at December 31, 1974 is
$14,368,387. The preferred stock has liquidation rights over the common
stock in any final distribution and is entitled to one vote for each share
held.

The preferred shares are convertible into common shares at the option of
the holder at the rate of one and one-half shares common stock for each
‘preferred share held. This conversion rate is subject to non-dilution
provisions.

Common stock consists of 7,500,000 authorized shares, without par value,
of which 2,785,595 shares are outstanding. At December 31, 1974,
1,282,103 shares of authorized but unissued common shares have been re-
served as follows: 574,735 shares upon conversion of preferred stock;
414,901 shares upon conversion of the 7% convertible subordinated deben-
ture (Note 5): 292,467 shares upon exercise of warrants for the purchase
of common stock (Note S5). At December 31, 1974, there are 71,250 shares
of common stock held in treasury.

During 1974, Cerro Corporation acquired 2,411,325 common shares and 281,635
preferred shares representing 86.6% and 73.5% of the total outstanding,
respectively.

An analysis of the transactions during the year ended November 30, 1973
and the thirteen months ended December 31, 1974 affecting preferred and
common stock, additional contributed capital and treasury stock follows:
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Note 7 (continued) e
Additional
Preferred Common Contributed Treasury
Stock Stock Capital Stock
Balance at December 1, 1972 $ 390,204 $ 773,055 $5,747,583 $(519,600)

Purchase and retirement of
6,400 shares of preferred stock ( 6,400) ( 74,044)

Conversion of 592 shares of
preferred stock into 888 shares
of common stock ( 592) 592

Balance at November 30, 1973 383,212 773,647 5,673,539 (519,600)

Conversion of 55 shares of
preferred stock into 82
shares of common stock ( 55) 55

Balance at December 31, 1974 S 383,157 $ 773,702 §$5,673,539 $(519,600)

Note 8: CONTINGENT LIABILITIES

The Company is one of 35 defendants in an alleged class action by a share-
holder of United States National Bank of San Diego, in Fred H. Harmsen, et al
vs. C. Arnholt Smith, et al., filed on October 29, 1973, in the United States
District Court for the Southern District of California. The plaintiff pur-
ports to be acting in a derivative capacity on behalf of the shareholders of
the bank. The complaint seeks damages and other relief on behalf of the
shareholders of the bank on account of alleged violations of federal secur-
ities laws, illegal loans, improper acts of the bank's directors, and
conspiracy to commit the foregoing acts and fraud.

In the opinion of the Company, the exposure of Golconda Corporation to any
liability seems very remote in that the corporation's only connection with
the United States National Bank or with C. A. Smith is that some of Golconda
Corporation's stock was at one time possessed by one of the Smith-dominated
corporations. There have not been any material transactions between the
Company and the other defendants and the United States National Bank of

San Diego, and it is management's opinion that there are no facts, nor

have any been specifically alleged relating to Golconda warranting inclusion
of the Company in the complaint. An identical class action suit was filed
by plaintiff in the Superior Court in and for the County of San Diego to

"toll the statute of limitations in the State Court, but to date this suit

has not yet been formally served upon Golconda Corporation,

Note 9: SALE OF BASTIAN~-BLESSING DIVISION

Refer to Note B of Notes to Consolidated Statement of Earnings for details
as to the terms, proceeds, date and loss on the sale of the Bastian-Blessing

(B~B) Division. Presented below is a condensed balance sheet of B-B as of
December 31, 1974:

_ 000's
Receivables $ 3,865
Inventories 3,500
Other current assets ' 41

7,406

Current liabilities ( 2,541)
Net working capital 4,865
Net fixed assets 1,695
Reserve for loss on sale { 1,900)
Net assets sold $ _4,660
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Note 10: SUBSEQUENT EVENTS

On March 14, 1975, Golconda entered into a preliminary agreement to

sell, subject to approval of the Board of Directors, the business

and substantially all of the net assets of the contracts business Of its
Pioneer Astro Division. Certain of the assets and all liabilities will be
sold for cash equal to the net book value at March 31, 1975, the closing
date. Contracts in process will be transferred to a joint venture between
Golconda and the buyer. The buyer will manage the joint venture and reim-
burse Golconda for the fair market value of the in-process contracts as

the contracts are completed and cash is collected from customers. Golconda
and the buyer will share equally in the gains or losses recognized on com-
pleting the in-process contracts. Total proceeds from the sale are estimated

at $1,628,000 and it is not anticipated that Golconda will suffer any loss
on this transaction.

Presented below is condensed 1974 financial information for the Pioneer Astro
contract business (in thousands, except per share data). Consolidated
financial statements for 1974 have not been restated for this transaction.

Sales $ 3,741
Net Earnings $ 83
Net Earnings Per Share $ .02
Assets -
Receivables $ 447
Inventories ' 632
Net fixed assets 721
1,800
Liabilities . 172)

Net assets S 1,628

Note 11: FOURTH QUARTER RESULTS (UNAUDITED)

The financial information appearing in this note has not been specifically
audited by the Company's independent public accountants during the course
of their examination of the financial statements for the years ended
December 31, 1973 and 1974.

Such information is presented in response to an opinion of the Accounting
Principles Board of the American Institute of Certified Public Accountants

- issued in May, 1973 requiring certain disclosure of fourth quarter results.

Sales and earnings for the fourth quarter of 1973 and 1974 were as follows:

Three Months Ended December 31,
1973 1974
Amount Per Share Amount Per Share
(in thousands)

Sales -~

Continuing operations $ 8,144 $ 6,202
Discontinued operation 4,353 6,747
$12,497 $12,949
Net Earnings (Loss)
From continuing
operations -
Manufacturing S 567 $ .17 $( 201) $( .07)
Investments 727 .21 ( 334) ( .10)
1,294 .38 ( 535) ( .17)
From discontinued
operations ( 4) - (1,957) .58)
Net $ 1,290 $ .38 $(2,492) $({ .75)
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Note 11 (continued)

Sales from continuing manufacturing businesses fell 25% from 1973, prin-
cipally due to the depressed liquid petroleum gas industry. Earnings from
continuing operations were lower because of reduced sales. Because of
depressed economic conditions reserves were established against losses on
inventories, receivables and for the disposition of certain machinery and
equipment.

Discontinued operations sales and earnings were substantially improved

over 1973 due to the high number of shipments to McDonalds. However, a
reserve for the loss on the sale and the write-off of goodwill attributable
to B-B result in a net loss for the quarter of $1,957,000, after tax benefit
of $950,000.

Investment earnings for the 1973 quarter include gains on the sale of Hecla
Mining Company common stock. There were no similar sales in the fourth
guarter of 1974. The 1974 fourth gquarter investment earnings were down due
to providing a reserve against market decline in the value of mining com-
pany stocks and as a result of a change in the estimated tax provision rate.
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GOLCONDA CORPORATION & SUBSIDIARIES
SCHEDULE VII

INTANGIBLE ASSETS, DEFERRED RESEARCH AND DEVELOPMENT
EXPENSES, PRE-OPERATING EXPENSES AND SIMILAR DEFERRALS

EXCESS OF COST OVER UNDERLYING EQUITY OF NET ASSETS ACQUIRED

Column B Column C Column D Column E Column F

Balance at Additions Balance at
N Beginning at Other End of
Description of Period Cost Deductions Changes Period

(A)
$(1,240,000) $

Year Ended 12/31/74 $4,375,000 $ - - $3,135,000
Year Ended 11/30/73 $4,375,000 S - s’ - S - $4,375,000
One Month Ended :

12/31/73 $4,375,000 $ - $ - $ - __$4,375,000

(A) Written off in connection with sale of division.
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GOLCONDA CORPORATION & SUBSIDIARIES

Continuing Operations

Allowance for Doubtful
Receivables:

Year Ended 12/31/74

Year Ended 11/30/73

One Month Ended
12/31/73 :

Inventory valuation
reserve

Year Ended 12/31/74

Reserve for Decline
in Market Value of
Investments

Year Ended 12/31/74

Discontinued Operations

Allowance for Doubtful
Receivables:

Year Ended 12/31/74
Year Ended 11/30/73

One Month Ended
12/31/73

SCHEDULE XI1I

RESERVES

Balance at Charged

Balance at:

{A) Uncollectible accounts written off, net of recoveries.

Beginning Costs and , End of

of Period Expenses Deductions Period

$ 55,000 $292,000 $(79,000) (A) $268,000
$ 30,000 $ 24,000 $( 1,000)(A) $ 53,000
$ 53,000 $ 2,000 $ - $ 55,000
$ - $900,000 S - $900,000
$ ~ $175,000 $ - $175,000
$ 29,000 $_64,000 $( 7,000) (A) $_86,000
$ 22,000 $_12,000 $( 6,000) (A) $ 28,000
$ 28,000 $_1,000 S__ - $ 29,000
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GOLCONDA CORPORATION & SUBSIDIARIES

SCHEDULE XVI

SUPPLEMENTARY INCOME STATEMENT INFORMATION

Continuing Operations:
Maintenance & Repairs

Depreciation of Property,
Plant & Egquipment

Taxes Other Than Income Taxes:
Real Estate & Personal
Property
Payroll
Sundry

Total

Discontinued Operations:
Maintenance & Repairs

Depreciation of Property,
Plant & Equipment

Taxes Other Than Income Taxes:
Real Estate & Personal
Property:.- -

Payroll

Sundry

Total

s

wJ

One
Month
Year Ended Ended
12/31/74 11/30/73 12/31/73
782,000 $ 689,000 $ 19,000
992,000 719,000 77,000
428,000 262,000 28,000
852,000 846,000 73,000
1,000 7,000 -
1,281,000 1,115,000 101,000
50,000 67,000 7,000
200,000 - 177,000 20,000
174,000 161,000 9,000
429,000 420,000 42,000
6,000 20,000 5,000
609,000 601,000 56,000
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PART II

Part II will not be filed at this time pursuant to General
Instructions H which permits omission if a proxy statement is filed
not later than 120 days after the close of the fiscal year.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act
of 1934, Golconda Corporation has duly caused this Annual Report
to be signed on its behalf by the undersigned thereunto duly
authorized.

GOLCONDA CORPORATION

BY‘»\'/¢¢¢Z2¢cc»Cf :ﬁ‘~434£2,“o£;\___
Frederick F. Schauder,

Vice President-Finance and
Treasurer

DATE: March 27, 1975
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(A) Reference is made to Note A of Notes to Consolidated Statement of
Earnings.

(B} Yield of the 7% convertible debenture exceeded 66-2/3% of prime rate
at date of issue, and therefore is not a common stock equivalent.

(C) Anti-dilutive in 1970, 1971 and 1972. Dilutive, and thereforc in-
cluded in shares for primary earnings computation, in 1973 and 1974.

(D) Options and warrants are anti-dilutive, and therefore excluded from
'primary and fully diluted earnings per share calculations based on
calculations where shares are assumed to be repurchased at the
higher of average price or year-end closing price of Golconda Cor-
poration or its predecessor. Interest savings resulting from assumed
retirement of debt from proceeds of options and warrants would be
determined under the 20% rule if warrants were not anti-dilutive in
each year. '
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20849

FORM 10-K
ANNUAL REPORT

Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

For the Year Ended December 31, 197§ Commission File No. 1-848

GOLCONDA CORPORATION

(Exact pame of registraat as specified In its charter)

Idabo N 82-0122540
(State or other jurisdiction of (1RS. Employer
incorporation or orgauization) Identiication No.)
39 South LaSalle Street, Chicago, llinois 60603
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (312) 372-3090

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Wlnch Registered
$1.00 Cumulative Convertible Preferred Stock . .. .Pacific Stock Exchange
Common StOcK .. .vvveii it iniaanee s Pacific Stock Exchange

Spokane Stock Exchange
Intermountain Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Title of Class
7% Convertible Subordinated Debentures Due January 1, 1990
Indicate by check mark whether the registrant (1) has filed all annual, quarterly and other reports

required to be filed with the Commission, (2) bas been subject to the filing requirements for at least the
past ninety (90) days. Yes [x]. No .
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ITEM 1  BUSINESS

i i incipal area of interest -
Golconda Corporation operates 1n oneé principa _
controls and related equipment. In 1975 the Company decided to
terminate its participation and dispose of its investments in

mining companies.

In February, 1975 the Company sold its division which was engaged
in the design, manufacture and marketing of modular and custom
kitchen, cafeteria and restaurant equipment,

In April, 1975 the Company sold the contracts business of a division
which was engaged in the engineerigg and manufactu;ing of precision
components and assemblies for use in aerospace vehicles, military
and commercial aircraft and computers, :

In May, 1975 the Company discontinued operations of its division
which was engaged in recycling brass scrap from the other manu-
facturing divisions into machining rod and forgings.

Through its RegO Division, the Company designs, develops, manu-
factures and markets: (a) pressure regulators, valves and other
control equipment for LP-gas and anhydrous ammonia; (b) pressure
regulators, cylinder valves, manifolds and other control equip-
ment for atmospheric and other compressed, liquefied and dissolved
gases; (c) gas welding and cutting equipment; (d) medical oxygen
and chemical equipment; (e) pneumatic control devices for the
fluid power industry; and (f) cylinder valves and regulators for
self-contained breathing apparatus. A common characteristic of
RegO Division products is the control or regulation of the flow of
gases either into or out of containers in which the gases are stored,
or into piping systems. RegO products are designed for a wide
variety of gases and temperature and pressure extremes. Products
for use with cryogenic gases are required to withstand temperatures
as low as minus 32¢° F. Depending on the application, Reg0 equip-
ment is designed to regulate pressure from a few ounces to 10,000
pounds per square inch.

RegO Division products are sold nation-wide and, to a limited
extent, abroad. These sales are made by a combination of seven-
teen fulltime RegO salesmen and six hundred and fifty-one distri-
butors located primarily in the United States and some abroad.

RegO also distributes through LP-gas marketers and anhydrous am-
monia dealers throughout the country. In 1975, the largest customer
of this division accounted for 7% of its sales and its five largest
customers accounted for about 21% of its sales.

Through its Anderson Copper and Brass Division (Anderson), the
Company manufactures and markets a line of fittings for use with
copper tubing. Included in the product line are flared fittings,
compression fittings, inverted flare, double compression and brass
pipe fittings, as well as garden hose and air hose fittings. A
catalog of standard items is issued, but orders are solicited for
special items of a related nature. Designed for use with a variety

of gases and liquids, the primary application is in the plumbing
industry.

The Anderson Division manufacturing operations, located in Alsip,
Il1linois, consist primarily of screw machine and chucking machine
operations, the raw material being exclusively brass rod and brass
forgings. The division purchases other components, such as valves
and tubing tools, and offers them for sale to its customers also.

Brass fittings manufactured by the Anderson Division are sold on

a nation-wide basis by thirty manufacturer's agents who service
approximately eleven hundred accounts. A limited amount of sales
are abroad. In 1975, the largest customer of the division accounted

for 6% of its sales and its five largest customers accounted for
about 17% of its sales.
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Competition

Golconda Corporation is subject to intepse competition from a
large number of firms. Competition varies from older and larger
firms having greater financial resources than Golconda to small
local and regional competitors which have advantages deriving

from proximity to local markets. RegO Division's principal market
is the LP-gas industry, and RegO is a significant supplier of LP-
gas equipment.

Backlog

As of December 31, 1975 the Company's backlog of g~?-~~ *~*alled
$3,323,000, all of which are expected to be filled in 1976. At
December 31, 1974 backlog amounted to $9,570,000. Backlog amounts
are not necessarily indicative of sales for subsequent periods :
because of the short lead time between receipt of order and delivery.

The business is directly affected by general business cond@tions,
especially those involving the petroleum and construction indus-
tries.

Materials

Raw materials and components used by the Company in its manufact-
uring operations are available from more than one supplier,
although it may obtain certain parts and materials from a single
source and supplier.

Research and Development

The dollar amount of expenditures during the last two fiscal

years relating to the development of new products or the improve-
ment of existing products was not material.

Number of Employees

The Company has approximately 550 fulltime employees, of which

195 are in executive, managerial, professional, office and clerical
positions and the remaining balance of 355 consists of factory,
warehouse and other production related personnel.

Environmental Matters

The Company is subject to environmental regulation by federal,
state and local authorities. There are no known material expendi-

tures required of the Company for pollution control equipment under
applicable environmental laws.

Line of Business Information

Golconda's continuing manufacturing operations are, and have been
for the last five years, engaged in only one line of business --
the production and sale of controls and related equipment.
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GOLCONDA CORPORATION AND SUBSIDIARIES

ITEM 2

CONSOLIDATED STATEMENTS OF OPERATIONS, RETAINED
EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

The following consolidated statements of operations, retained earnings
and additional contributed capital for the years ended December 31,

1974 and 1975 have been examined by independent accountants whose report
is included elsewhere herein. In the opinion of management, the con-
solidated statements of operations, retained earnings and additional
contributed capital for the three years ende@ November 30, 1973 include
all adjustments (consisting of normal recurring accruals) necessary to

a fair presentation of such statements.

CONSOLIDATED STATEMENT OF OPERATIONS
(in thousands except per share Aa*+"}

Fiscal Year Ended

November 30,

December

31,

1971 1972 1973 1974 (A) 1975
(Not covered by auditors' report)
Net sales from manufacturing
operations (B) $21,890 $26,838 $33,011 $31,059 $21,481
Cost of goods sold 15,464 19,376 23,540 24,078 19,308
Gross profit from manufac-
turing operations 6,426 7,462 9,471 6,981 . 2,173
Selling, general and
administrative expenses 4,326 4,349 5,643 6,136 4,808
Interest expense 1,037 930 795 1,162 715
Interest income (121) (74) (50) (834) (492)
Other (income) expense-net (C) (444) (478) (373) (99) 1,664
4,798 4,727 6,015 6,365 6,695
Earnings (loss) from continuing
operations before income taxes
Manufacturing 1,628 2,735 3,456 616 (4,522)
Investments (2) 458 483 1,668 10,266 (434)
2,086 3,218 5,124 10,882 (4,956)
Income tax provision (benefit) (D)
Current 644 1,077 1,466 1,643 2,694
Deferred ’ 152 316 505 1,763 (3,070)
796 1,393 1,971 3,406 (376)
Earnings(loss) from continuing
operations 1,290 1,825 3,153 7,476 (4,580)
Discontinued operations(B)
Earnings(loss) from discontinued
operations (347) (119) 48 275 -
Losses on sales of Divisions
Applicable to net assets sold - - - (950) (735)
Applicable to goodwill written '
off - - - - (1,240) -
‘ (347) (119) 48 (1,915) (735)
Earnlpgs (loss) before extra-
ordinary items 943 1,706 3,201 5,561 (5,315)
Extraordinary items (net of
Federal income taxes) (E) (52) - - - -
Net Income (Loss) $ 891 § 1,706 $ 3,201 § 5,561 $(5,315)
Weighted average shares
outstanding (F)
Common 2,785 2,785 2,785 2,785 2,785
Common and Common Equivalent 3,365 3,360
(continued)
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Fiscal Year Ended

November 30,

December 31

1971

1972

1973

1974 (A) 1975

(Not covered by auditors™ report

Primary Earnings(Loss) Per Share
From Continuing Operations
Manufacturing
Investment
Discontinued Operations
Less: Preferred
dividend requirement

Earnings (loss) before extra-
ordinary items

Extraordinary items
Net Income (Loss)
Fully Diluted Eainings (Loss)

Dividend per common share

$ .33 $ .53
.13 .12
.46 .65

_(.12) (.04)
.33 .61
.15 .14

19 .47
(.02) -

$ .17 $ .47

$ .17 $ .47

$ - $ -

$ .59 $ .14 $(1.00)

.35 2.09 (.65)

94  ~2.23 " (1.65)

.01 (.57) (.26)

.95 1.66 (1.91)

- - 14

.95 1.66  $(2.05)

$ .95  $1.66 $(2.05)

$ .89  $1.52  $(2.05)
$ - $ - $ -

The accompanying notes are an integral part of this statement.

LS 000067

Golc - CDA dm - 0067



GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF RETAINED EARNINGS :

o0
FISCAL YEAR ENDED m ,.,
November 30, December 31, S '
1971 1977 1973 DT @A) to7s >
(Not covered by auditors' report) =
Balance - beginning of period $14,053,000 $14,531,000 $15,838,000 $18,654,000 $24,111,000
Net earnings (loss) mOﬂ.ﬁro period 891,000 1,706,000 3,201,000 5,561,000 (5,315,000)
Net earnings for cmnmsmmn. 1973 (Note A) - - - 279,000 -
14,944,000 16,237,000 19,039,000 24,494,000 18,796,000
& Cash dividends paid - Wﬂmmmﬂﬂm& (413,000) ﬁwwo.oooy (385,000) (383,000) (383,000)
Balance - end of period $14,531,000 $15,838,000 $18,654,000 $24,111,000 $18,413,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF ADDITIONAL CONTRIBUTED CAPITAL

Balance - beginning of period

Purchase and retirement of Preferred Stock
(47,478; 10,964 and 6,400 shares, respectively)

Balance - end of per: od

The accompanying not s are an integral part of this

FISCAL YEAR ENDED
November 30, December 31,
1971 1972 1973 1974 1975
(Not covered by auditors' report) . .

$6,532,000 $5,880,000 $5,748,000 $5,674,000 $5,674,000

(652,000) (132,000) (.74,000) - -

$5,880,000 $5,748,000 $5,674,000 $5,674,000 $5,674,000

statement.

LS 000069

Golc - CDA dm - 0069



GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS, RETAINED EARNINGS

AND ADDITIONAL CONTRIBUTED CAPITAL

Information with respect to fiscal years 1971, 1972 and }973
and quarterly information with respect to calendar 1975 is not
covered by the independent accountants' report included else-
where herein.

In the accCuwpui, g siveaclel statements numeric note references
are to Notes to Consolidated Financial Statements included else-
where herein.

(A) CHANGE OF FISCAL YEAR

During 1974, Golconda changed its fiscal year-end to December 31
to conform to the year-end of its parent company--Cerro Corporation.
December 1973 operating results, net of taxes of $47,900, have been
credited directly to retained earnings and are summarized below:

000's

Net Sales
Continuing Operations $ 1,981
Discontinued Operations 1,310

$ 3,291

Net Earnings (loss)
Continuing Operations

Manufacturing $( 60)
Investments 382
322

Discontinued Operations ( 43)
: 279

(B) DISCONTINUED OPERATIONS

7/(1) In February, 1975 Golconda entered into an agreement to sell
the Bastian-Blessing Division (B-B). A $2,190,000 provision for
loss on the sale, comprised of the write-off of $1,240,000 of good-
will applicable to B-B and a $950,000 loss on disposal of net assets,
net of a $950,000 tax benefit, was reflected in the financial state-
ments for the year ended December 31, 1974. The final agreed cash
price amounted to $3,850,000 and resulted in an actual loss of
$2,406,000. The additional loss of $216,000, which is net of a tax
benefit of $146,000, is recorded in 1975. The primary reasons for the
difference between estimated and actual losses were adjustments to
net book value as of February 1975 and additional expenses, principally
finders fees, in excess of original estimates. Of the settlement
price, $1,150,000 remains unpaid and the related note receivable is
secured by a first mortgage on the property sold.

(2) In April, 1975 Golconda entered into an agreement to sell the
Pioneer Astro Industries Division (PAI) contracts business. A
$343,000 loss, net of a $343,000 tax benefit, was estimated and
reported in the second quarter of 1975. The actual loss of $519,000
is based upon a cash price of $1,184,000 and is net of a $487,000
tax benefit. The difference between the loss estimated in the
second quarter and actual loss is due to a provision for estimated
liabilities resulting principally from the buyer's defauit on a
building lease in the fourth quarter. The Company has instituted
legal proceedings in an attempt to recover losses resulting from the
default, and in the opinion of management, although the Company has
a proper legal position, collection of a judgment is doubtful and

the total amount of the lease obligations through June, 1977 has
been recorded as a loss in 1975,

LS 000070

o - — .

Golc - CDA dm - 0070



(3) The consolidated statement of operations has been restated
to present the operating results of the PAI contracts business
as a discontinued operation (restatement for B-B was made in
1974). The following table shows the impact of the restatement
on previously reported net sales (in thousands):

Fiscal Year Ended

November 30 Decembetr 31,
1971 1972 1973 1977%
Net sales as previously
reported in 1974 $24,837 $29,554 $36,196 $34,800
Less: Discontinued PAI
zcntrzc<z business 2,947 2,716 3,185 3,741
Net sales per consolidated :
statement of operations $21,890 $26,838 $33,011 $31,059

Following is an analysis of the earnings (losses) of discontinued
businesses and related losses on disposal (in thousands):

Fiscal Year Ended
- November 30 December 31,

Discontinued Operations 1971 1977 1973 1974 1975
Earnings (loss) from
discontinued operations
B-B $(405) $( 13) $166 § S07
Income taxes(benefit) 166) ( 6) 69 259
39) ( 7) 97 248
PAI eontracts business (216) (223) ( 99) S4
Income taxes(benefit) 108) 111) 50 © 27
108) ) 9 27
(347) (119) 48 275
(Losses) on sales of divisions
_Applicable to net assets
of B-B(less applicable
income tax benefits of $950
in 1974 and $146 in 1975) ( 950) $(216)
Applicable to net assets
of PAI contracts business
(less tax benefit of $487) (519)

Applicable to goodwill
written off (no tax

benefit) (1,240)
$(347) $(119) § 48 $(1,915) $(735)

In determining earnings (loss) from the discontinued B-B opera-
trons, B-B was charged with a portion of corporate administrative
expenses which are ratable to B-B and which are not expected to
recur and with interest expense which would have been eliminated
and/or earned through the use of the proceeds of the sale.
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In determining earnings (loss) from the discontinued PAI contracts
business, PAI contracts business was charged with interest expense
which would have been earned through the use of the proceeds of
the sale. Corporate administrative expenses are not allocated
because such expenses are not expected to be eliminated.

(C) OTHER TERMINATIONS OF OPERATIONS

1) On May 30, 1975 Golconda ceased operations at its Golconda
&eials Dizisién (GMD) plant in -Alsip, Illinois. A $1,178,000 pro-
vision for losses incurred and expected to be incurred in
connection with the shutdown of this facility is reflected in
"'+ ---sunts n< continuing operations in accordance with the
provisions of Accounting Principles Board Opinion No. 30.

The $1,178,000 is included in Other Income and Expense in the Con-
solidated Statement of Operations. Actual losses incurred as of
December 31, 1975 in disposing of the assets aggregate $584,000.
The remaining property, plant and equipment to be disposed of

at December 31, 1975 total $655,000 (net of a $594,000 reserve

for loss), and are shown as Assets of Businesses Held for Sale

in the Consolidated Balance Sheet.

The original estimate of loss reported in the second quarter
was $1,028,000. Actual results in dispoging of the assets to
date have required adjustments to the original estimates.

(2) During the third and fourth quarters of 1975, management

decided to terminate the Company's participation in the various
foreign joint ventures for manufacturing and distributing

liquified petroleum gas products. The %729,000 loss resulting

from the recognition of liabilities related to the terminations

and from the write-downs of the Company's advances to and investments
in these ventures is reflected in the accounts as continuing
operations in accordance with the provisions of Accounting

Principles Board Opinion No. 30. The §$729,000 is included in

Other Income and Expense on the Consolidated Statement of Operations.

(D) INCOME TAXES

Golconda's effective tax rates for earnings (losses) from con-
tinuing operations are different from the Federal statutory

rates. The following table analyzes these provision(benefit)
differences:

—
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—
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(a) Because of the substantial tax losses incurred in 1975, ex-
cluding deferred investment gains, additional taxes of §1,522,000
are provided in 1975 for investment earnings because the previously
deferred investment earnings are actually taxed at the 48% statutory
rate rather than the 30% capital gains rate provided in prior

years.

Tax law allows or requires the determination of taxable income

in a manner different from generally accepted accounting principles.
The table below reconciles earnings of continuing operations per

the accompanying financial statements to currently payable taxes.

(In Thousands)
1977 73

1971 19 15974 1975

Income(Loss) from continuing
operations before income taxes $2,086 $3,218 $5,124 $10,882 $(4,956

Investment gains taxable in dif-
ferent periods due to use of
installment sales tax treat-
ment (1974 and 1975) and
specific identification costing (306) (610) (529) (6,709) 8,453

Excess of tax over book '
depreciation (120) (226) (310) (308) (200

Commissions on Domestic In-
ternational Sales Corporation (105) (195) 195

Writedown of assets to estimated
realizable value

Gauge 250 374

GMD . 234 360
Investment in and advances

to foreign joint ventures 200

Mining investments 175 363

Inventory reserves 900 750

Other 13 203 (284) (355) _ 298

Current taxable income $1,673 $2,480 $3,806 $ 5,264 $ 5,642

Current income tax provision $§ 644 $1,077 §$1,466 $ 1,643 $_2,694
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The provision (benefit) for income taxes consists of:

(In Thousands)

1971 1972 1973 1974 1975
Cu§:32§a1 $337 § 892 §1,316 $1,818 $ 2,061
State 33 68 169 111 -
Deferred 104 316 - 505 813 (3,070)

$474 $1,276 $1,990 $2,742 §(1,009)

Allocated to:

e . . 376)
Continuing operations $796 $1,393 $1,971 $3,406 $(
Discontinued operations (274) (117) 19 (664) ( 633)
Extraordinary items ( 48) - ' - - -
$474 $1,276 $1,990 $2,742 $g1!009)

See also Note 1.

(E) EXTRAORDINARY ITEM

The 1971 extraordinary item, net of applicable federal incomg taxes

of $48,000, relates to a provision for settlement of a lawsuit relgted
_to products of the Paris, Illinois plant which had been shut down in
1970. In accordance with the provisions of Accounting Principles
Board Opinion No. 30, effective October 1973, the above items would
have been charged to continuing operations. However, Opinion No. 30
prohibits restating prior years financial statements for conformity.
Had the 1971 statements of consolidated operations been restated,
earnings from continuing operations would have been reduced by this
amount. :

(F) EARNINGS (LOSS) PER SHARE

Primary earnings (loss) per share for the fiscal years 1971 and 1972
and calendar 1975 are based on the weighted average number of common
shares outstanding during each period. Primary earnings per share
for fiscal 1973 and calendar 1974 were computed by dividing net
earnings by the average number of common and common equivalent
(preferred stock) shares outstanding. For the years 1973 and 1974,
such preferred stock had a dilutive effect on earnings per share,
whereas such stock had an anti-dilutive effect for the years prior
to 1973 and for 1975. The preferred dividends paid and deducted in
arriving at earnings available for common shares in 1971, 1972 and
1975 were $413,000, $399,000 and $383,000, respectively.

Fully diluted earnings per share for fiscal years 1971 through 1974
were computed assuming that the average number of common and/or

common equivalent shares outstanding were further increased by con-
version as of the beginning of each year of the convertible debentures
outstanding (464,000 shares in 1971; 439,000 shares in 1972; 428,000
shares in 1973 and 416,000 shares in 1974). The convertible deben-
tures are not reflected in 1975 because they are anti-dilutive.

Options and warrants have not been reflected in the computations because
they are anti-dilutive.
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(G) RELATED PARTY TRANSACTIONS

Transactions between the Company and Cerro Corporation and its
subsidiaries for the full calendar years of 1974 and 1975 include
the following:

December 31, 1974 December 31, 1975
Purchases $3,253,000 $3,047,000
Sales - §19,000
Interest Income(Note 2) $834,000 $64,000

The Company does not have any other material transactions with
Cerro Corporation and its subsidiaries other than certain expenses
paid by Cerro and charged to the Company which are directly at-
tributable to the Company. Cerro Corporation did not charge the
Company with a management fee in 1974 or 1975.
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MANAGEMENT ANALYSIS OF VARIATIONS
IN CONTINUING OPERATIONS

Manufacturing

Sales increased 22% in 1972, of which the.acquisition of Anderson
Copper and Brass (Anderson) Division in mid-year accounts for 5%
and the balance is from sharply higher sales at RegQ Division.
Earnings increased due to higher sales, cost control programs and
reduced interest expense.

Sales rose by 23% in 1973, 8% of which is the full year impac.. ..
Anderson, and continued growth of the RegO Division. Earnings in-
creased due to higher sales and improved gross profit margins from
reduced manufacturing costs. Operating expenses @ncrease@ substan-
tially due to higher selling expenses and commissions on increased
sales, the full year impact of Anderson, costs for new computer
applications and services from an outside service bureau and an
incentive bonus plan.

Net sales decreased 6% in 1974, however, the volume decline was

much steeper as the Company was able to partially offset lost volume
by increased prices. The lower volume is principally attributable
to the depressed conditions in the liquid petroleum gas industry.
Earnings were severely impacted by the reduced volume, start-up
problems at the new Golconda Metals Division (GMD) and by reserves
provided to protect against losses on receivables, inventories and
the sale of certain equipment. Start-up of GMD resulted in increases
in operating expenses such as maintenance and repairs, depre-
ciation and reag estate taxes on the new plant. Increased interest
expense reflects the cost of financing working capital requirements
. at Reg0 and GMD. Higher amounts of other income are due to interest
earned on a note received from Cerro Corporation on the sale of
Hecla stock.

Net sales decreased 31% in 1975 due principally to lost volume.
This lower volume is attributed to depressed conditions in the
liquid petroleum gas industry and an indeterminable loss in
market share to competitors. The dollar decrease in sales would
have been greater except for a small increase in selling prices.

While volume decreased due to lower sales, increased costs of mater-
ials and labor, and increased inventory and obsolescence adjustments
kept the decrease in cost of goods sold to 20%.

Selling, general and administrative expense decreased 22% due prin-
cipally to decreased personnel ($631,000), decreased sales commis-

sions due to lower volume ($132,000), and reclassifications of
certain freight charges.

Interest expense decreased in 1975 primarily as a result of the re-
payment of the bank note payable in January 1975.

Earnings from continuing operations were severely affected by
reduced sales volume, provisions for slow-moving and obsolete in-
ventory, and special provisions and losses on certain transactions

which are included in Other Income and Expense in the financial
statements (See Note C).

Investments

Earnings reflect the sales of Hecla common stock at market prices in

the applicable years net of expenses required to maintain the Golconda
Mining Corporation facilities. 1In 1975 there were no gains from stock
sales. The" expense represents a write down of mining stock investments
and expenses for maintaining the Golconda Mining Corporation facilities

(See Note 2). Also see Note D for discussion concerning an additional
income tax provision of $1,522,000.
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FOURTH QUARTER RESULTS

Sales and earnings for the fourth of 1974 and 1975 were as
follows:

Three Months Ended December 31,

1974 1975
Amount Per Share Amount Per Share
(In thousands except for per share data)
Sales
Continuing operations $ 4,968 . $ 5,421
Discontinued operations 7,981 -
$12,949 g £ 41
Net (Loss)
From continuing operation
Manufacturing $ (228) $(.07) $(1,505) $ (.57)
Investment (334) (.10) (1,813) (.65)
(562) (.17) (3,318) (1.22)

From discontinued
operations (1,930) (.58) (188) (.07)

Net $(2,492) $(.75) $ (3,506) $!1.29)

Sales of continuing manufacturing businesses increased slightly in the
fourth quarter over 1974. The fourth quarter of 1974 and 1975 were

affected by the depressed conditions in the liquid petroleum gas
industry.

The loss from continuing operations is substantially higher in the
fourth quarter ended December 31, 1975 due to inventory provisions, tax

provision adjustments, and special provisions and losses incurred,
including: .

1. An additional amount of $150,000 provided for the
estimated loss on disposal of the Golconda Metals
Division assets (see Note C).

2. A $363,000 writedown of mining stock investments
(see Nate 2).

3. A $596,000 loss from the expenses and writedowns
related to the termination of participation in
foreign joint ventures (see Note C).

4. A $78,000 loss on the sale of the oil-less compressor
line.

5. An additional amount of $140,000 provided for estimated

loss on the disposal of the gauge line inventory and
equipment.

6. An additional income tax provision of $1,522,000
(see Note D).

The loss from discontinued operations in 1974 is due primarily to a
provision for loss on the sale of Bastian-Blessing. The loss in the

fourth-qgarter of 1975 is primarily the effect after tax of providing
an additional $328,000 for Pioneer Astro Industries loss as a result
of the buye:'s default (see Note B).
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ITEM 3 PROPERTY

The principal plants operated by Golconda Corporation are listed
belog withptheir location, square footage, and the principal pro-
ducts manufactured at each location:

Acreage o
Floor Area (Where Principal Owned
Division Location (Square Feet): - Appl.) Products or Leased
RegO Chicago, 347,000 19.2 Valves and Owned (1)
Illinois Controls
RDC Upper Saddle 9,000 - Distribu- Leased (2)
River, N.J. tion Center
and Chicago
Illinois
Anderson Alsip, 29,000 1.7 Brass Owned
Illinois Fittings

(1) See Note 4 of Notes to Financial Statements concerning
.a mortgage on this plant.

(2) Comprised of two structures, one owned and-lgcated in
Chicago, Illinois adjacent to the RegO Division manu-
facturing facilities, and the other leased and located

in Upper Saddle River, New Jersey for an annual rental
of $33,000.

RegO Division operations are conducted in seven adjacent buildings.
Manufacturing operations are conducted in a single story brick struc-
ture. Two of the remaining six building, which are used for storage
and warehousing of raw material, semi-finished and finished parts,
are of brick construction, and four are metal frame. In total,
243,000 square feet are utilized for manufacturing; 34,000 square
feet for divisional and corporate office space, and 70,000 square
feet are used for storage and warehousing. Manufacturing machinery
and equipment consists of light to medium metal cutting and process-
ing equipment owned by the Company.

Anderson Copper and Brass Division's manufacturing facilities con-
sist of a one-story expandable concrete and steel building. Space
is divided into 27,000 square feet for manufacturing and related
facilities and 2,000 square feet for office functions.

Golconda owns all of the significant machinery and equipment used
in its operations and considers that its plants and equipment,
whether owned or leased, are well maintained, adequately insured,

and with normal additions and improvements, adequate for its pre-
sent and foreseeable requirements.

Golconda Corporation owns or controls through stock interests approx-
lmately 2,500 acres of undeveloped mineral properties in the silver
bearing Coeur d'Alene District of Idaho. The Company also owns an
assortment of buildings, sheds, and other pieces of apparatus
connected with discontinued operations of the .Golconda mine closed

in 1957 due to exhaustion of known ore reserves and low metal prices.
These structures do not constitute substantial capital properties.
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ITEM 4 PARENTS AND SUBSIDIARIES

Parent

Cerro Corporation, a New York corporation, which subsequently
merged into Cerro-Marmon Corporation, a Delaware corporation, on
February 24, 1976, located at 39 South LaSalle Street, Chicago,
Illinois 60603, owns 85% of the outstanding voting stock of the
registrant and may be deemed to be a parent of Golconda Corporation.

Subsidiaries

Golconda Corporation has various subsidiaries under various names,
all of which in the aggregate as a single subsidiary would not
constitute a significant subsidiary.

ITEM 5 PENDING LEGAL PROCEEDINGS

See Note 8 of Notes to Consolidated Financial Statements.

There are no other pending material legal proceedings, other than
ordinary routine litigation incidental to the business to which the
Company or .any of its subsidiaries has become a party or of which
any of their property has become the subject.

ITEM 6 INCREASES AND DECREASES IN OUTSTANDING EQUITY SECURITIES

(A) Cumulative Convertible Preferred Stock (Par value $1.00)

Balance December 31, 1974 and 1975 383,157
(B) Common Stock (No par value)

Balance December 31, 1974 and 1975 2,785,595

é=’==
(C) 7% Convertible Subordinated Debentures due January 1, 1990

Balance December 31, 1974 $4,427,000

Purchased by Company throughout year 263,000

Balance December 31, 1975 $4,164,000
. ] !

(D) Warrants to Purchase Common Stock @ $14.51 per share,
exercisable from January 15, 1969, expiring
January 15, 1979

Balance December 31, 1974 and 1975 292,467
&

ITEM 7 APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

$1.00 Cumulative Convertible Preferred
Stock, $1.00 par value 660

Common Stock, no par value 1,420

7% Convertible Subordinated Debentures
due January 1, 1990 . , 705

Warrants expiring January 15, 1979

(Each to purchase one share of’
common stock at $14.51 per share) 4
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ITEM 8 EXECUTIVE OFFICERS OF THE REGISTRANT

All officers are elected by the Board of Directors and serve at the

pleasure of the Board.

The listing immediately following this para-

graph shows the position with Golconda Corporation of each executive
officer; his age; and an account of his business experience during
the past five years, including the time he has served in his present
position. There is no family relaylonshlp between any of the execu-
tive officers of Golconda Corporation.

Gordon Paul Smith (59)

John R. Morrill (59)

Robert C. Gluth (51)

Thomas L. Seifert (35)

David R. Nomura (32)

Cparles B. Cranford (38)

Chairman of the Board of Directors
since June 1974.

President and Chief Executive Officer
(February 1972 to June 1974). Chairman
of the Executive Committee in 1971 and .
a Director since September 1970.

President and Chief Executive Officer
since May 1975 and a Director since
June 1975.

Prior to joining Golconda, Mr. Morrill
was Senior Vice President with Automation
Industries (1971-1975) and Chairman and
President of UMC Industries (1968-1971).

Vice President and Director since
December 1975.

Mr. Gluth has been a Vice President
of The Marmon Group, Inc. (Michigan)
since February 1970, Vice President
of GL Corporation since 1972 and Vice
President of Cerro Corporation since
May 1975.

Secretary and General Counsel since
December 1975.

Mr. Seifert has been Associate General
Counsel and Assistant Secretary for

Cerro Corporation since October 1975.
Prior to joining Cerro, Mr. Seifert was
Associate General Counsel for Canteen
Corporation (April 1973 to October 1975)
and an attorney with Standard 0il Company
(December 1970 to April 1973).

Treasurer since October 1975.

Prior to joining Golconda, Mr. Nomura
was an Audit Manager with the firm of
Coopers & Lybrand in Chicago with which
he was employed since June 1965.

Vice President-Controller since
January 1974.

Controller of both the Corporation and
RegO Division since January 1973. Prior
to joining Golconda, he served as divi-
sion controller and in other accounting
assignments for the AMF Corporation.’
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. herstone (63 Vice President and Director, which
Wray Feat (63) positions have been held for more than
five years.

President of Golconda Mining Corporation
since 1972.

Donald V. Ytterberg (49) Vice President since December 1972.

Mr. Ytterberg was a Vice President of ,
the Anderson Copper and Brass Company
whan it was acquired by Golconda in
July 1972 and was named President of
Anderson in January 1974.

ITEM S INDEMNIFICATION OF DIRECTORS AND OFFICERS

Article VI, Section 1, of the ByLaws of the Company ent?tled "Indemnifi-
cation of Directors and Officers" reads as follows:

"Any present or future director or officer, or the executor, admini-
strator or other legal representative of any such director or officer,
shall be indemnified by the corporation against reasonable costs, ex-
penses (exclusive of any amount paid to the corporation'in set;lement),
judgments, -fines, amounts paid in settlement of'any action, suit or
proceedings, and counsel fees paid or incurred in connection with any
action, suit or proceeding to which legal representative may here-
after be made a party by reason of his being or having been such
director or officer; provided, (1) said action, suit or proceeding
shall be prosecuted against such director or officer or against his
executor, administrator or other legal representative to final
determination, and it shall not be finally adjudged in said action,
suit or proceedings that he had been derelict in the performance

of his duties as such director or officer, or (2) said action,

suit or proceeding shall not be settled or otherwise terminated as
against such director or officer or his executor, administrator or
other legal representative without a final determination on the merits,
and it shall be determined that such director or officer had not in
any substantial way been derelict in the performance of his duties as
charged in such action, suit or proceeding, such determination to be
made by a majority of the members of the board of directors who were
not parties to such action, suit or proceeding, though less than a
quorum, or by any one or more disinterested persons to whom the
question may be referred by the board of directors. For purposes

of the preceding sentence: (a) 'action, suit or proceeding'" shall
include every action, suit or proceeding, civil, criminal or other;
(b) the right of indemnification conferred thereby shall extend to
any threatened action, suit or proceeding and the failure to institute
it shall be deemed its final determination; (c) the termination of an
action, suit or proceeding by a plea of nolo contendere or other like
plea shall not constitute a final determination on the merits; (d) a
judgment of conviction in any criminal action, suit or proceeding
shall not constitute a determination that the person so convicted has
been derelict in the performance of his duties if it is determined by
a majority of the members of the board of directors who were not a
party thereto, though less than a quorum, or by one or more disinter-
ested persons in the manner provided in the preceding sentence that
the person so convicted acted in good faith, for a purpose which he
reasonably believed to be in the best interests of the company and
that he had no reasonable cause to believe that his conduct was un-
lawful; and (e) advances may be made by the company against costs,
expenses and fees as, and upon the terms, determined by the board

of directors. The corporation shall indemnify an employee who is

not aanficgr to the same extent that it does an officer. The
foregoing right of indemnification shall not be exclusive of any
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other rights to which any director or officer may be entitled as a
matter of law or which may be lawfully granted to him; and the in-
demnification hereby granted by the company shall be in addition to
and not in restriction or limitation of any other privilege or power
which the corporation may lawfully exercise with respect to the in-
demnification or reimbursement of directors, officers or employees."
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ITEM 10
GOLCONDA CORPORATION AND SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS AND SCHEDULES
December 31, 1974 and 1975
PAGE
Report of Independent Accountants F-2
Financial Statements-
Consolidated Balance Sheet ) F-3 § F-4
Consolidated Statement of Operations and Notes Thereto Item 2
Consolidated Statement of Retained Earnings Item 2
Consolidated Statement of Additional
Contributed Capital . Item 2
Consolidated Statement of Changes in
Financial Position F-5 § F-6
Notes to Consolidated Financial Statements F-7to F-12
Schedules
v - Property, Plant and Equipment F-13
VI - Accumulated Depreciation, Depletion
and Amortization of Property, Plant .
and Equipment F-14
VII - Intangible Assets, Deferred Research
and Development Expenses, Preoperating
Expenses and Similar Deferrals F-15
XII - Reserves ' F-16
XVI - Supplementary Income Statement Information F-17
Exhibit I - Calculation of Earnings Per Share F-18 § F-19

Schedules not included above are omitted as either not applicable

or not required or the required information is included in Notes
to Consolidated Financial Statements.

The individual financial statements of the Registrant are omitted
because consolidated financial statements are filed and because
the Registrant is primarily an operating company and all subsi-

diaries included in the consolidated financial statements are
totally-held subsidiaries.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders and
Board of Directors

Golconda Corporation

We have examined the consolidated balance sheets of Golconda
Corporation.(a subsidiary of Cerro Corporation) and its subsidiaries
as of December 31, 1975 and 1974 and the related consolidated state-
mernits of operations, of retained earnings, of additional contributed
capital, appearing elsewhere herein, and of changes in financial
position and schedules for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards
and accordingly included such tests of the accounting records and

such other auditing procedures as we considered necessary in the
circumstances.

In 1973, the accounting profession changed the criteria for
determining the types of items to be reported as extraordinary items,
and accordingly, the Company has reflected these changes in its 1975
and 1974 Consolidated Statements of Operations, as described in
Note E to the Consolidated Statements of Operations.

In our opinion, the consolidated financial statements examined
by us present fairly the financial position of Golconda Corporation
and its subsidiaries at December 31, 1975 and 1974, the results of
their operations and the changes in their financial position for:
the fiscal years then ended, in conformity with generally accepted
accounting principles consistently applied during the period and on
a basis consistent with that of the preceding year except for the
change, with which we concur, referred to in the preceding paragraph.

2 Lt L

Price Waterhouse & Co.

Chicago, Illinois
February 2, 1976

F-2
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
December 31, 1974 and 1975

ASSETS

CURRENT ASSETS
Cash

Certificates of Deposit

Commercial Paper

Notes and Accounts Receivable less allowance
for doubtful receivables(1974- $268,000;
1975 - $291,000) (Note B) (Schedule XII)

Note Receivable from Cerro Corporation,
including interest (Note 2)

Inventories (Note 1) (Schedule'XII)

Income Taxes {(Note 1)
Refund Receivable
Prepaid

Prepaid Expenses and Sundry Deposits

Investments Held for Sale-at estimated
realizable value (Note 2)

Assets of Businesses Held for Sale-at
estimated realizable value (Notes 7 and C)

Total Current Assets
INVESTMENTS - at cost less reserve of

$175,000 for value decline (Note 2)
(Schedule XII)

PROPERTY, PLANT AND EQUIPMENT - at cost
(Notes 1 and 4) (Schedules V and VI)

Buildings and Improvements
Machinery, Equipment and Tools
Office Furniture and Fixtures
Less- Accumulated Depreciation

Land

OTHER ASSETS
Excess ot Cost over underlying equity of net

assets acquired (Notes 1 and B) (Schedule VII)

Deferred Debt Expense - less amortization on the

bonds outstanding method (1974 - $160,000;
1975 - §$74,000)

Sundry

TOTAL ASSETS

1974 1975
$ 1,827,000 § 26,000
- 3,000,000
- 4,550,000
5,556,000 5,178,000
9,242,000 -
17,518,000 10,775,000
- 462,000
. 1,390,000
82,000 169,000
- 250,000
4,660,000 715,000
38,885,000 26,515,000
613,000 -
3,396,000 2,947,000
12,356,000 7,089,000
409,000 256,000
16,161,000 10,292,000
(8,084,000) (5,680,000)
8,077,000 4,612,000
839,000 598,000
8,916,000 5,210,000
3,135,000 3,135,000
410,000 336,000
297,000 87,000
3,842,000 3,558,000
$52,256,000 $35,283,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
December 31, 1974 and 1975

[ES LIABILITIES 074 Lo7s
gg}rurzgﬂ hiﬁy{ges of Long-Term Debt(Note 4) $ 80,000 § 89,000
Notes Payable - Banks{(Note 3) 8,000,000 -
Accounts Payable 1,989,000 1,529,00Q
Accounts Payable - Parent 363,000 741,000
Income Taxes (Note 1)
Currently Payable ' 1,420,000 -
Deferred | 1,136,000 -
Accrued Liabilities
Salaries, Wages, etc. 193,000 160,000
Property and Payroll Taxes 315,000 245,000
Interest 79,060 1,000
Employee Benefits 181,000 122,000
Other 56,000 401,000
Total Current Liabilities 13,812,000 3,288,000
LONG-TERM DEBT (Note 4) 7,058,000 6,706,000
DEFERRED INCOME TAXES (Note 1) 964,000 565,000
COMMITMENTS AND CONTINGENT LIABILITIES(Notes 5.and8) - -
STOCKHOLDERS' EQUITY (Notes 4 and 6)
Capital Stock
Preferred(Redeﬁption and liquidation value-
1974 and 1975 - $14,368,000) 383,000 383,000
Common 774,000 774,000
Additional Contributed Capital 5,674,000 5,674,000
Retained Earnings 24,111,000 18,413,000
30,942,000 25,244,000
Less Treasury Stock - at cost 520,000 520,000
- 30,422,000 24,724,000
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $52,256,000 $35,283,000
The accompanying notes are an integral part of this statement.
F-4
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES
IN FINANCIAL POSITION

For the Years Ended December 31, 1974 and 1975

1974 1975
WORKING CAPITAL PROVIDED BY (USED IN) OPERATIONS

Earnings(Loss) from continuing operations $ 7,476,000 $(4,580,000)
Loss from discontinued operations (1,915,000) (735,000)
Add(deduct) items not requiring outlay of
working capital: -
Depreciation 1,192,000 936,000
Amortization of deferred expenses 153,000 74,000
Deferred income taxes (189,000) (399,000)
Cost of investments sold 2,382,000 -
Reduction in carrying value of investments 175,000 363,000
Writeoff of excess cost over underlying '
equity of net assets acquired 1,240,000 -
Writedown of advances to and investments D e
in foreign joint ventures - 227,000
Other 237,000 20,000
Working capital provided from (used in)
operations 10,751,000 (4,094,000)
OTHER WORKING CAPITAL PROVIDED
Reduction of long-term investments - 250,000
Net fixed assets sold or retired .
Discontinued Operations - 747,000
Golconda Metals Division - 960,000
Net fixed assets transferred to assets held
for sale:
Discontinued Operations 1,695,000 -
Golconda Metals Division - 1,249,000
Gauge Assets - 250,000
Reduction of long-term notes receivable 298,000 -
Increase in working capital for December,
1973 (Note A) 405,000 -
Working capital provided by other than
opgrations 2,398,000 3,456,000
DISPOSITIONS OF WORKING CAPITAL
Net additions to property, plant and
equipment 1,890,000 456,000
Reduction of long-term debt 3,098,000 352,000
Preferred cash dividends 383,000 383,000
Sundry (5,000) 17,000
Dispositions of working capital 5,366,000 1,208,000

INCREASE (DECREASE) IN WORKING CAPITAL

(continued)

F-5
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES
IN FINANCIAL POSITION

For the Years Ended December 31, 1974 and 1975

13 Months
Ended December _
31, 1974 December 31
(Note A) 1975
INCREASES (DECREASES) IN ELEMENTS OF WORKING . .
CAPITAL
Cash and certificates of deposit $ 598,000 $ 1,199,000
Commercial paper - 4,550,000
Notes and accounts receivable - net 5,885,000 (9,620,000
Inventories (2,196,000) (6,743,000
Income taxes ' - 1,852,000
Prepaid expenses and sundry deposits (107,000) 87,000
Investments held for sale K - 250,000
Net assets of businesses held for sale 4,660,000 (3,945,000
Net increase (decrease) in current assets 8,840,000 (12,370,000
Current matufities of long-term debt (816,000) 9,000
Notes payable 4,365,000 (8,000,000
Accounts payable (3,336,000) (82,000
Income taxes 1,678,000 (2,556,000
Accrued liabilities . : (834,000) 105,000
Net increase(decrease) in current
liabilities 1,057,000 (10,524,000’
INCREASE (DECREASE) IN WORKING CAPITAL $7,783,000 $(1,846,000)

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1974 and 1975

Note 1: SUMMARY OF ACCOUNTING POLICIES

CONSOLIDATION - All operating subsidiaries are consgl@dated and
significant inter-company transactions have been eliminated.

NOTE REFERENCES - In the accompanying financ;al Statcmuive,y wapiid-
betic note references are to Notes to Consolidated Statement of
Operations included elsewhere herein.

INVENTORIES - Inventories are stated at the lower of cost (deter-

mined by the first-in, first-out method) or market. Inventories
are comprised of the following:

(tn Thousands)

1973 1974 1975

Finished Goods and Work in
Process . $16,598 $14,685 $ 9,134
Raw Materials and Supplies 3,718 2,833 1,641
Total ' $20,316 $17,518  -$10,775

INVESTMENTS - Golconda carries its investments in mining companies at
the lower of cost or estimated realizable value. Gains or losses on
sales are determined based on the average cost of securities.

DEPRECIATION - For financial reporting purposes, the Company computes
depreciation principally on a straight-line basis over the estimated
useful life of the assets. The estimated service lives and methods
used in determining depreciation are as follows:

Description' Service Lives Method of Depreciation
Buildings and improvements 5 to 50 years Straight-line
Machinery 5 to 20 years Straight-line
Furniture and fixtures 5 to 20 years Straight-line
Land improvements 15 to 20 years Straight-line

Maintenance and repairs are charged to operations as incurred. Better-
ments and major renewals are capitalized. Upon sale or disposition of
properties, the asset account is relieved of the cost, the accumulated
depreciation account is relieved of the depreciation taken prior to the
sale and any resultant gain or loss is reflected in earnings.

INCOME TAXES - Provision is made for deferred taxes which arise primarily
from the use for tax purposes of accelerated depreciation methods and

the installment sales method for investment income. Prepaid income

taxes arise from provisions not currently deductible for tax purposes,
principally related to inventory and assets of businesses held for sale.
Available investment tax credits are accounted for under the '"flow- :
through" method. 1In 1974 the amount available was $43,000. In 1975 the
amount available was $46,000, but recapture amounted to $61,000, re-
sulting in a net investment tax credit recapture of $15,000. The in-
vestment tax credit and the effect of the use of a Domestic International
Sales Corporation resulted in Federal income tax provision reductions

of $180,000 and $25,000 in 1974 and 1975, respectively.
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Effective June 3, 1974, Golconda was included in the consolidated
Federal tax return of Cerro Corporation. Under the terms of Golconda's
tax sharing agreement with Cerro, Federal income taxes are computed

as if Golconda and its subsidiaries cont}nued to file a separate con-
solidated return and liabilities are remitted to and benefits and
refunds obtained on this basis from Cerro. State income tax returns
.are filed on an individual company basis.

RESEARCH AND PRODUCT DEVELOPMENT COSTS - Research and product devel-
opment costs are expensed as incurred.

EXCESS OF COST OF ACQUIRED COMPANIES OVER EN'TTV - The amnunt shown
on the balance sheet arose prior to fiscal year 1971 and is not
being amortized because, in the opinion of management, there has
been no diminution of value.

PENSION PLANS - Unfunded past service costs are being funded on
a thirty-year basis; current costs are being funded as accrued.

Note 2: INVESTMENTS

At December 31, 1974 and 1975, investments were comprised of the
capital stock of mining companies as follows:

1974 1975
Quoted Quoted
Market _ Market
Balanctce Price (a) Balance Price (a)

Alice Consolidated
Mines, Inc. (54% owned)
(4,308,020 shares in
1974 and 1975) $399,000 $1,508,000 $399,000 § 819,000
Other 389,000 388,000 389,000 255,000
Reserve (175,000)
Writedown to estimated
realizable value (b) (538,000)

$613,000 $1!896g000 $250,000 ¢$1,074,000

(a) The quoted market prices in the various stocks result from limited
and very small share quantity transactions and management believes they

are not representative for large block and controlling interest trans-
actions.

(b} It is the Company's intention to dispose of these investments in
1976, and accordingly, their carrying value has been reduced to manage-
ment's estimate of realizable value.

The primary asset of Alice Consolidated Mines, Inc. (Alice), 51% of
total investments , is 1,109 acres of mining properties which, until
June 1975, had been undergoing exploration and development by another
mining company under an agreement in which Golconda also participated.
All exploration and development of these properties has ceased due

to lack of sufficient mineralization to warrant further development
effort. Management believes that the value of Alice has been per-
manently impaired by the cessation of such exploration and development.
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Earnings (loss), before income taxes, from investments for the years
ended December 31, 1974 and 1975 are summarized below:

1974 1975

Net gain on sale of Hecla Mining

Company stock

Shares sold to Cerro $ 8,033,000

Shares sold to others 2.508,.000
Expenses, principally for adminis-

tration of properties (100,000) $( 71,000)
Reserve for value decline of

certain investments (175,000) (363,000)

Investment earnings (loss)
before income taxes $10!266!000 $s434!000)

The sale of Hecla stock to Cerro was completed on a basis which resulted
in Golconda receiving $916,651 in cash and $9,000,000 in a 2-1/2 year
promissory note of Cerro with interest at 110% of the prime rate. On
January 24, 1975 the note was prepaid by Cerro together with accrued
interest.

Note 3: SHORT-TERM DEBT

The $8,000,000 note payable to bank at December 31, 1974 arose in
conjunction with the sale of Hecla shares (see Note 2) and, although
originally a long-term borrowing, was classified as short-term in the
1974 balance sheet because the proceeds of the Cerro note receivable
(see Note 2) were used to retire this obligation on January 25, 1975.

Note 4: LONG-TERM DEBT

Long-term debt at December 31, 1974 and 1975 is comprised of the
following (in thousands):

1974 1975
7% convertible subordinated
debentures due January 1, 1990 $4,427 $4,164
10% first mortgage note payable
in monthly installments of
$28,975 including interest,
final payment due April 1, 1990 2,711 2,631
7,138 6,795
Less current maturities 80 89
B : $§7,058 $6,706

The aggregate amounts of long-term debt maturing in each of the five
years subsequent to December 31, 1975 are as follows:

1976 $ 89,000

1977 98,000

1978 247,000

1979 444,000

1980 457,000
F-9
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The 7% convertible subordinated debenture agreement contains cer;ain
covenants, the most restrictive of which provide, among other things,
that the Company:

Will maintain consolidated net working capital of $10,000,000.
At December 31, 1975, consolidated net working capital was
$23,227,000.

Will not pay cash dividends or acquire for cash any shares

of its stock in excess of $1,000,000 plus its cumulative
consolidated net income after November 30, 1969. At December 31,
1975, retained earnings in the amount of $4,558,000 were free

of such restrictions. '

In connection with the 7% subordinated note agreements, the Company
has issued warrants entitling the holders thereof to purchase, at a
price per share of $14.51, up to 292,467 shares of the Company's
common stock. These warrants expire January 15, 1979.

The trust indenture underlying the convertible subordinated debentures
provides, among other things, that the debentures are redeemable at
the Company's option at prices ranging from 104.0% in 1976 to 100%

in 1984; that annual sinking fund payments of $325,000 are required
beginning in 1976 (such payments can be reduced by the principal
amount of debentures acquired by the Company or converted into

common stock, and as a result, all of the 1976 and 1977 install-
ments and all but $139,000 of the 1978 installment have already

been satisfied), that the Company has an option to make additional
annual payments of $325,000 and that the debentures are convertible -
into shares of common stock at a conversion price of $10.67 per share
(subject to non-dilution provisions).

Note 5: PENSION PLANS

The Company has two pension plans covering substantially all employees.
The charges to continuing operations for the cost of the pension plans
for the years ended December 31, 1975 and 1974 were $355,000 and
$381,000, respectively. )

In connection with the sale of the Bastian-Blessing Division (see
Note B), the buyer agreed to assume all liabilities for pension
benefits of Bastian-Blessing employees and the Company agreed to
transfer to the buyer the pension fund assets attributable to Bastian-
Blessing employees. This distribution of pension plan assets is ex-
pected to be concluded and approved by the Internal Revenue Service
during 1976 and a current actuarial study will be completed at that
time. As of the date of the latest actuarial valuations (December 1,
1974), the actuarially computed value of the unfunded vested benefits
and unfunded prior service cost for the continuing plans exceeded

the total of the pension fund assets and balance sheet accruals by
approximately $2,900,000 and approximately $3,700,000, respectively.

The Company's actuary has determined that the Employee Retirement
Income Security Act of 1974 is not expected to have a significant
effect upon the cost of the Company's pension plans.

Nate 6: CAPITAL STOCK

Preferred stock consists of 934,406 authorized shares of $1.00 par
value, of which 383,157 shares are issued and outstanding at
December 31, 1975.

The preferred stock is entitled to a preferential cumulative annual
dividend at a rate of $1.00 per share. The shares are redeemable
at the option of .the Company at $37.50 per share plus unpaid cumu-
lative dividends. The aggregate redemption and liquidation value
at December 31, 1975 is $14,368,387. The preferred stock has liqui-
dation rights over the common stock in any final distribution and
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is entitled to one vote for each share held.

The preferred shares are convertible into common shares at the

option of the holder at the rate of one and one-half shares common
stock for each preferred share held. This conversion rate is subject

to non-dilution provisions.

Common stock consists of 7,500,000 authorized shares, without par
value, of which 2,785,595 shares are outstanding. At December 31,
1975, 1,282,103 shares of authorized but unissued common shares
have been reserved as <..° -: ©[74,77% shares upon conversion of
preferred stock; 414,901 shares upon conversion of the 7% conver-
tible subordinated debenture (Note 4); 292,467 shares upon exer-
cise of warrants for the purchase of common stock (Note 4). At
December 31, 1975, there are 71,250 shares of common stock held

in treasury.

During 1974, Cerro Corporation acquired 2,411,325 common shares and
281,635 preferred shares representing 86.6% and 73.5% of the total

outstanding, respectively.

An analysis of the transactions during the thirteen months ended

December 31, 1974 affecting preferred and common stock, additional

contributed capital and treasury stock follows:

Additional _
Preferred Common Contributed Treasury
Stock Stock Capital Stock
Balance at
November 30, 1973 $383,212 $773,647 $5,673,539 $(519,600)
Conversion of 55 shares
of preferred stock
into 82 shares of
common stock (55) 55
Balance at
December 31, 1974 $383,157 $773,702 $5!673!539 $g519!600}

There was no activity during the year ended December 31, 1975.
Note 7: NET ASSETS OF BUSINESSES HELD FOR SALE
The balance at December 31, 1974 represents the net assets of the

Bastian-Blessing Division (principally receivables, inventory and
property, plant and equipment) which was sold in February, 1975.

The December 31, 1975 balance consists principally of the property,

plant and equipment of the Golconda Metals Division (see Note C).

Note 8: CONTINGENT LIABILITIES

The Company is one of 35 defendants in an alleged class action by
a shareholder of United States National Bank of San Diego, in

Fred H. Ha?msen, et al vs. C. Arnholt Smith, et al, filed on October
29, 1973, in the United States District Court for the Southern Dis-
trict of California. The plaintiff purports to be acting in a de-

rivative capacity on behalf of the shareholders of the bank. The

complaint seeks damages and other relief on behalf of the shareholders’
of the bank on_account of alleged violations of federal securities
laws, illegal loans, improper acts of the bank's directors, and con-

spiracy to commit the foregoing acts and fraud.
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In the opinion of the Company and outside counsel, the exposure of
Golconda Corporation to any liability seems very remote in that the cor-
poration's only connection with the United States National Bank or

with C. A. Smith is that some of Golconda Corporation's stock was at

one time possessed by one of the Smith-dominated corporations. There
have not been any material transactions between the Company and the
other defendants and the United States National Bank of San Diego,

and it is management's opinion that there are no facts, nor have any
been specifically alleged relating to Golconda warranting inclusion

of the Company in the
filed by plaintiff in
San Diego to toll the
to date this suie uas
Corporation.

complaint. An identical class action suit was
the Superior Court in and for the County of
statute of limitations in the State Court, but
noi yet been formally served upon Golconda
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Year Ended 12/31/75
Land
Buildings & Improvements
Machinery, Equipment § Tools

Furniture § Fixtures

Year Ended 12/31/74
Land
Buildings § Improvements
Machinery, Equipment § :Tools

Furniture § Fixtures

GOLCONDA CORPORATION AND SUBSIDIARIES

SCHEDULE V

PROPERTY, PLANT AND EQUIPMENT

Deductions

Balance at Properties of Retirements Balance at

Beginning Additions Discontinued and Other End of

of Period at Cost Operations Sales Changes Period
$ 839,000 § - $ - $§ - $ (241,000) $§ 598,000
3,396,000 132,000 (235,000) (3,000) (343,000) 2,947,000
12,356,000 354,000 (4,223,000) (259,000) (1,139,000) 7,089,000
409,000 1,000 (50,000) (103,000) (1,000) 256,000
$17,000,000 $ 487,000 $(4,508,000) $(365,000) $(1,724,000)(A)$10,890,000
$ 691,000 $ 180,000 $ (32,000) $ - $ - $ 839,000
4,963,000 349,000 (1,896,000) (20,000) - 3,396,000
13,178,000 1,329,000 (1,565,000) (290,000) (296,000) 12,356,000
525,000 85,000 (168,000) (33,000) - Aow~ooo
$19,357,000 $1,943,000 $(3,661,000) $(343,000) § (296,000)(A)$17,000,000

(A) Transfer to Assets Held for Sale
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GOLCONDA CORPORATION AND SUBSIDIARIES

SCHEDULE VI

ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION OF PROPERTY, PLANT & EQUIPMENT

Year Ended 12/31/75
Buildings § Improvements
Machinery, Equipment § Tools

Furniture § Fixtures

Year Ended 12/31/74
Buildings § Improvements
Machinery, Equipment § Tools

Furniture § Fixtures

(A) Transfer to Assets H(1ld for

Sale

Additions :
Balance at Charged to Balance of Retirements
Beginning Costs and Discontinued and
of Period Expenses Operations Sales Other
$1,400,007 $ 125,000 $ (190,000) $ (3,000) $ (24,000)
6,446,000 774,000 (2,565,000) (234,000) (180,000)
238,000 37,000 (46,000) (97,000) (1,000)
$8,084,000 $ 936,000 $(2,801,000) $(334,000) $(205,000) (A)
$2,035,000 $ 249,000 $ (863,000) $ (21,000) $ -
6,842,000 879,000 (1,007,000) (242,000) (26,000)
299,000 64,000 (98,000) (27,000) -
$9,176,000 $1,192,000 $(1,968,000) $(290,000) $ (26,000) (A)

Balance at
End of
Period

$1,308,000
4,241,000
131,000

$5,680,000

$1,400,000
6,446,000
238,000

$8,084,000
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GOLCONDA CORPORATION AND SUBSIDIARZZS
SCHEDULE VII

INTANGIBLE ASSETS, DEFERRED RESEARCH AND DEVELOPMENT
EXPENSES, PRE-OPERATING EXPENSES AND SIMILAR DEFERRALS

EXCESS OF COST OVER UNDERLYING EQUITY OF NET ASSETS ACQUIRED

Balance at  Additions Balance at
Beginning at Other End of
Description of Period Cost Deductions Changes Period
-~
Year Ended 12/31/75 $3,135,000 $ - $ - $ - $3,135,000
. ' (A)
Year Ended 12/31/74 $4,375,000 $ - $(1,240,000) $ - $3,135,000

(A) Written off in connection with sale of division.

LS 000097

™

" Golc - CDA dm - 0097



-35-

GOLCONDA CORPORATION & SUBSIDIARIES
SCHEDULE XII

RESERVES
Balance at Chargéd . Balance at
Beginning Costs and End of
of Period Expenses Deductions _Period
~lontinuing Operations
Allowance for Doubtful
Receivables
Year Ended 12/31/75 $256,000 $§ 322,000 $(287,000) i==£iiéggg ‘
~
Year Ended 12/31/74 $ 55,000 $ 237,000 § (36,000)(B) § 256,000
Inventory Valuation
Reserve
Year Ended 12/31/75 $§900,000 $1,260,000 $(510,000) $1,650,000
Year Ended 12/31/74 $ - $ 900,000 § - $ 900!000
leserve for Decline in
Market Value of
Investments
Year Ended 12/31/75 $175,000 $ - $(175,000)(C) § -
Year Ended 12/31/74 $ - $§ 175,000 ¢ - $ 175!000
Discontinued Operations
Allowance for Doubtful
Receivables
Year Ended 12/31/75 $ 98,000 $ - $ (98,000)(A) § -
Year Ended 12/31/74 $ 29,000 $§ 119,000 §$ (50,000)(B) §$ 98,000(D)

(A) Included with assets of divisions sold.
(B) Uncollectible accounts written off, net of recoveries.
(C) Included as part of the writedown to net realizable value in 1975.

(D) Balance includes $12,000 for Pioneer Astro Industries Division contracts
business and $86,000 for Bastian-Blessing Division.
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GOLCONDA CORPORATION AND SUBSIDIARIES

SCHEDULE XVI
SUPPLEMENTARY INCOME STATEMENT INFORMATION

B

Year Ended
TZ377s | 1231773
Continuing Operations
Maintenance § Repairs $ 528,000 $ 697,000
Depreciation of Property,
Plant § Equipment $ 936,000 $ 829,000
Taxes Other Than Income Taxes:
Real Estate § Personal
Property ' $ 250,000 $ 307,000
Payroll 425,000 692,000
Sundry 14,000 1,000

Total Taxes.
Rents
Discontinued Operations
Maintenance § Repairs

Depreciation of Prqperty,
Plant & Equipment

Taxes Other Than Income Taxes:

Real Estate § Personal

$ 689,000

$ 273,000

$1,000,000

$__182,000

$ 135,000

$__363,000

Property $ 295,000
Payroll 589,000
Sundry 6,000

Total Taxes

17

$ 890,000
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PART II

Part II will not be filed at this time pursuant to General
Instructions H which permits omission if a proxy statement is filed
not later than 120 days after the close of the fiscal year.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act
of 1934, Golconda Corporation has duly caused this Annual Report
to be signed on its behalf by the undersigned thereunto duly

authorized.

GOLCONDA CORPORATION

by: David R. Nomura
Treasurer

DATE:
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ITEM 1 - BUSINESS

Golconda Corporation (Golconda) presently operates in one principal
area of interest -— controls and related equipment. 1In 1975, Golconda
decided to terminate its participation and dispose of its investments in
nmining companies. This was accomplished in 1976.

In February 1975, Golconda sold its division which was engaged in
the design, manufacture and marketing of modular and custom kitchen, cafeteria
and restaurant equipment.

In April 1975, Golconda sold the contracts business of a division
which was engaged in the engineering and manufacturing of precision components
and asgemblies for use in aerospace vehicles, military and commercial aircraft
and computers. '

In May 1975, Golconda discontinued operations of its division which
was engaged in recycling brass scrap from the\other manufacturing divisions
into machining rod and forgings.

Through its RegO Division (Reg0), Golconda designs, develops, manufactures
and markets: (a) pressure regulators, valves and other control equipment
for LP-gas and anhydrous ammonia; (b) pressure regulators, cylinder valves,.
manifolds and other control equipment for compressed gases; (c) gas welding
and cutting ecuipment, and (d) pneumatic control devices for the fluid
power industry. A common characteristic of RegO products is the control
or reqgulation of the flow of gases either into or out of containers in which
the gases are stored, or into piping systems. RegO products are designed
for a wide variety of gases and temperature and pressure extremes. Products
for use with cryogenic gases are required to withstand temperatures as low as
minus 320 degrees F. Depending on the application, Reg0 equipment is designed
to regulate pressure up to 3,000 pounds per square inch.

Regq0 products are sold nation-wide and, to a limited extent, abroad.
Sales are made by a combination of eleven full-time RegO salesmen and five-
hundred fifty-one distributors located primarily in the United States.

In 1976, the largest customer of this division accounted for approximately
128 of its sales and its five largest customers for about 32% of its sales.

Through its Anderson Copper and Brass Division (Anderson), Golconda
manufactures and markets a line of fittings for use with copper tubing.
Included in the product line are flared fittings, compression fittings,
inverted flare, double compression and brass pipe fittings, as well as
garden hose and air hose fittings. A catalog of standard items is issued,
but orders are solicited for special items of a related nature. Designed
for use with a variety of gases and liquids, the primary application is
in the plumbing industry.

Brass fittings manufactured by Anderson are sold on a nation~wide
bagis by thirty manufacturer's agents who serve approximately two thousand
accounts. A limited amount of sales are abroad. In 1976, the largest
customer of the division accounted for approximately 5% of its sales and its
five largest customers accounted for about 168 of its sales.
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Competition

Golconda is subject to intense competition from a large number of
firms. Competition varies from older and larger firms having greater financial
resources than Golcanda to small local and regional competitors which have
advantages deriving from proximity to local markets. Reg0O's principal
market ig the LP-gas industry, and RegO is a significant supplier of Lp-
gas equipment.

Backlog

As of December 31, 1976, Golconda's backlog of orders totalled $5,645,000,
all of which are expected to be filled in 1977. At December 31, 1975 backlog
amounted to $3,323,000. Backlog amounts are not necessarily indicative
of sales for subsequent periods because of the short lead time between
receipt of order and delivery.

The business i3 directly affected by general business conditions,
especially those involving the petroleum and construction industries.

Materials
Raw materials and components used by Golconda in its manufacturing
operationg are available from more than one supplier, although it may obtain

certain parts and materials from a single source and supplier.

.Research and Development

The dollar amount of expenditures during the last two fiscal years
relating to the development of new products or the improvement of existing
products was not material.

Number of Emplovees

Golconda has approximately 700 full-time employees, of which 190 are
in executive, managerial, professional, office and clerical positions and
the balance of 510 consists of factory, warehouse and other production
related personnel.

Environmental Matters

Golconda is subject to environmental regulation by federal, state
and local authorities. There are no known material expenditures required
of Golconda for pollution control equipment under applicable environmental
laws.
Line of Business Information

Golconda's continuing manufacturing operations are, and have been

for the last five years, engaged in only one line of business -- the production
and sale of controls and related equipment.
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ITEM 2 - GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS, RETAINED
EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

The following consolidated statements of operations, retained earnings
and additional contributed capital for the years ended December 31, 1976
and 1975 have been examined by certified public accountants whose reports are
included elsewhere herein. The consolidated statements for the two years
ended November 30, 1973 and the year ended December 31, 1974 are not reported
on herein by certified public accountants.

CONSOLIDATED STATEMENT OF OPERATIONS
(In thousands except per share data)

Year Ended
December 31, November 30,
1976 1975 1974 (A) 1973 1972
(Not covered by reports of
certified public accountants)

Continuing operations:
Net sales from manufacturing

operations (B) $ 26,809 5 21,481 § 31,059 $ 33,011 $ 26,938
Cost of goods sold (1) 21,618 19,308 24,078 23,540 19,376
Gross profit from
manufacturing operations 5,191 2,173 6,981 9,471 7,462
Selling and administrative
expenses 5,147 4,808 6,136 5,643 4,349
Interest expense - 601 715 1,162 795 930
Interest income (580) (492) (834) (50) (74)
Other (income) expense-net(C) (351) 1,664 (99) (373) (478)
4,817 6,695 6,365 6,015 _ 4,727
Income (loss) before income
taxes:
Manufacturing 374 (4,522) 616 3,456 2,735
Investments (2) (184) (434) 10,266 1,668 483
190 (4,956) 10,882 5,124 3,218
Income tax provision
{benefit) (D) and (1):
Current (493) 2,694 1,643 1,466 1,077
Deferred i 588 (3,070) 1,763 505 316
95 (376) 3,406 1,971 1,393
Income (loss) from continu=-
ing operations 95 (4,580) 7,476 3,153 1,828
Discontinued operations (B):
Income (loss) from operations 275 48 (119)
Loss on sales of divisions (735) {2,190)
Income (loss) from discontin-
ued operations (735) (1,915) 48 (119)
Net income (loss) 95 (S,315) 5,561 3,201 1,706
Net income applicable to
preferred stock dividend gl 383 383 385 399
Net income (loss) applicable
to common stock $ (286) $ (5,698) $ 5,178 § 2,816 §$ 1,307
(Continued)
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Year Ended
December 31, November 30,
1976 1975 1974 (A) 1973 1972
(Not covered by reports of
certified public accountants)
Net income (loss) per common
share (P):
Primary
Prom continuing operations -
Manufacturing $ .07 $ (l1.00) § .14 § .59 § .53
Investments (.03) {.65) 2,09 .35 .12
.04 {1.65) 2,23 94 .65
Discontinued operations - _ {.26) ~(.57) .01 (.04)
.04 (1.91) 1.66 .95 .61
Less: Preferred dividend
requirement .14 .14 .14
Net income (loss) $ (.10) 8 (2.05) $§ 1.66 §S .95 § .47
Pully diluted - $ (.10) § (2.05) § 1.52 § .89 § .47
Weighted average common
shares outstanding 2,781 2,785 2,785 2,785 2,785
Weighted average common
shares and, where applicable,
equivalents for income per
common share calculation:
Primary 2,781 2,785 3,360 3,365 2,785
Pully diluted 3,776 3,793
The accompanying notes are an integral part of this statement.
LS 000107
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENTS OF OPFRATIONS, RETAINED EARNINGS

AND ADDITIONAL CONTRIBUTED CAPITAL

Information with respect to the years ended December 31, 1974,
November 30, 1973 and 1972 is not covered by the certified public accoun-
tants' reports included elsewhere herein.

In the accompanying financial statements numeric note references are
to Notes to Consolidated Pinancial Statements included elsewhere herein.

Golconda Corporation (Golconda) i{s a subsidiary of Cerro-Marmon
Corporation (Cerro-Marmon) (Cerro Corporation (Cerro) prior to acquisition
of Cerro by Cerro-Marmon on February 24, 1976).

(A) CBANGE OPF PISCAL YPAR

During 1974, Golconda changed its fiscal year-end to December 31 to
conform to the year-end of its parent company. December 1973 operating
results, net of taxes of $47,000, have been credited directly to retained
earnings and are summarized below (in thousands):

Net sales:

Continuing operations $ 1,981
Discontinued operations 1,310
$ 3,291

Net income (loss):
Continuing operations -

Manufacturing $ (60)
Investments 382
322

‘Discontinued operations (43)
$ 279

(B) DISCONTINUED OPERATIONS

(1) In Pebruary 1975, Golconda entered into an agreement to sell the
Bastian-Blessing Division (B-B). A $2,190,000 provision for loss on the
sale, comprised of the write-off of $1,240,000 of goodwill applicable to
B-B and a $950,000 loss on disposal of net assets, net of a $950,000 tax
benefit, was reflected in the financial statements for the year ended
December 31, 1974. The final agreed cash price amounted to $3,850,000
and resulted in an actual loss of $2,406,000. The additional loas of $216,000,
net of a tax benefit of $146,000, was recorded in 197S.

(2) In April 1975, Golconda entered into an agreement to sell the
Pioneer Astro Industries Division (PAI) contracts business. The final agreed
cash price of $1,184,000 resulted in a $519,000 loss, net of a tax benefit of
$487,000. The loss included estimated liabilities resulting principally from
the buyer's default on a building lease. Golconda has instituted legal
proceedings in an attempt to recover losses resulting from the default.
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In the opinion of management, although Golconda has a proper legal positicn,
collection of a judgment is doubtful; accordingly, the total amount of

the lease obligation through September 13977 was recorded as a loss in

1975.

(3) Pollowing is an analysis of the income (loss) of discontinued
businesges and related loss on disposal (in thousands):

Year EZnded
December 31, November 30,
1975 1974 1973 1972
Income {(lossg) of
discontinued operations:
B-B $ 507 $ 166 $ (13)
Income taxes (benefit) 259 69 (6)
248 97 (7)
PAI contracts business 54 (99) (223)
Income taxes (benefit) 27 (50) (111)
27 (49) (112)
275 48 (119)
(Loss) on sales of
divisions
B-B (net of tax benefits
of $146 in 1975 and $950
in 1974) $ (216) (950)
Goodwill written off
(no tax benefit) (1,240)

PAI contracts business
(net of tax benefit
of $487) (519)
(735) (2,190)

$ (735) & (1,315) $ 48 § (119)

In determining income (loss) of the discontinued B-B operations, B-B
wag charged with a portion of corporate administrative expenses which were
charged ratably to B~B and which were not expected to continue and with interest
expense which would have been eliminated and/or earned through the use
of the proceeds of the sale.

In determining income (loss) of the discontinued PAI contracts business,
PAI contracts business was charged with i{nterest expense which would have
been earned through the use of the proceeds of the sale. Corporate
adminigtrative expenses were not allocated because gsuch expenses were not
expected to be eliminated.
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(C) OTHER TERMINATIONS AND DISPOSALS

{1) 1In 1975, Golconda ceased operations at its Golconda Metals Division
(GMD) plant in Alsip, Illinois. A $1,178,000 provision for losses incurred
and expected to be incurred in connection with the shut down of this facility
wag reflected in 1975 in Other Income and Expense in the Consolidated
Statement of Operations.

The disposal of the GMD properties was completed in 1976 and resulted
in an additional loss of $59,000 which is included in Other Income and
Expense in the Consolidated Statement of Operations.

(2) During 1975, management decided to terminate Golconda's participation
in the various foreign joint ventures for manufacturing and distributing
liquefied petroleum gas products. A $729,000 loss resulting from the recog-
nition of liabilities related to the terminations and from the write-downs
of Golconda's advances to and investments in these ventures was reflected
in Qther Income and BExpense in the Consolidated Statement of Operations.

(3) 1In December 1976, Golconda sold its investments in mining stocks
and related assets to one of Golconda's directors for $175,000. The net
book value of the assets sold was $310,000, including mining stock invest-
ments stated at $250,000, resulting in a loas in 1976 of $135,000. The
mining stocks were originally purchased for $788,000 and were subsequently
written down to an egstimated realizable value of $250,000 in 1975. The
write-down was made because, in the ocpinion of management, the value of
assets underlying these mining stocks had become permanently impaired,
pPrincipally as a result of the cessation of exploration and development
at the Alice Consolidated project which comprised 51% of total mining stock
investments. (See Note 2 of Notes to Consolidated Pinancial Statements.)

During the past two years, several attempts had been made to sell
these mining investments. The transaction was approved by Golconda's board
of directors, with the acgquiring director abstaining from voting.
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(D) INCOME TAXES

Golconda's effective income tax rates for income (loss) from continuing
operations are different from the Federal statutory rates. The following

table analyzes these differences:

1976 1975 1974

1973 1372

Statutory rates - Pederal 43.0% (48.0)% 48.0%

Impact of capital gains
rates on investment

48.0% 48.0%

income and losses 2.0 (17.2) (6.2) (3.3)
Impact of ordinary rates on

investment income deferred

until 1975 (a) 30.7
Investment tax credits (3.7) .3 (.4) (2.9) (.7
Profits of Domestic Interc~

natiocnal Sales Corporation (3.2) .2 (1.4) (2.0) (1.1)
State taxes and other 8.9 7.2 2.3 1.6 .4
Effective income tax rate 50.08 (7.6)% 31.3% 38.5% 43.3%

{(a) Because of the substantial tax losses incurred in 1975, ex-
cluding deferred investment gains, the previously deferred investment
earnings were effectively taxed at the 48% statutory rate rather

than the 30% capital gains rate provided in prior years.

Tax law allows or requires the determination of taxable income in
a manner different from generally accepted accounting principles. The.
table below reconciles earnings of continuing operations per the accompanying

financial statements to currently payable taxes.
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{(In Thousands)
1976 1975 1974 1973 1972

Income (loss) from
continuing operations
before income taxes $ 190 $ (4,956) $ 10,882 $ 5,124 § 3,218

Investment gains taxable

in different periods due

to use of installment

sales tax treatment (1975

and 1974) and specific

identification costing 8,453 (6,709) (529) (610)

Excess of tax over book ’
depreciation (145) (200) (308) (310) (226)

Commissions on Domestic
International Sales
Corporation 195 (195) (105)

Losses on write-down
of agsets to esti-
mated realizable
value included in
taxable income in
different periods
as realized:
Gauge 374 250
GMD (457) 360 234
Investment in and
advances to foreign
joint ventures (98) 200
Mining investments (538) 363 175

Inventory reserves (717) 750 900
Product 1liability reserves 166

Other (183) 298 (355) (284) 203
Current taxable
income (loss) $ (1,782) § 5,642 $ 5,264 § 3,806 S 2,480

Current income tax
provision (benefit) $ (493) $ 2,694 $ 1,643 S 1,466 S 1,077

The 1976 current income tax benefit and the deferred income tax provision
(at an effective rate of 508) have each been decreased by $380,000, with no
effect on net income, to reflect the 1975 federal income tax return as filed.
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The provision (benefit) for income taxes consists of:

{(In Thousands)

1976 1975 1974 1973 1972
Current:
Pederal $ (426) $ 2,061 § 1,818 §$ 1,316 § 892
State (67) - 111 169 68
Deferred 588 _(3,070) 813 505 316
S 95 § (1,009) $ 2,742 §$ 1,990 $ 1,276
Allocated to:
. Continuing Operations $ 95 $ (376) $ 3,406 $ 1,971 $ 1,393
Discontinued Co .
operations (633) (664) 19 (117)

$ 95 S (1,009) $ 2,742 § 1,990 $ 1,276

See Note 1 - INCOME TAXES
(E) INVENTORY

In 1976 management completed a comprehensive review and evaluation of
inventory for obsolete and slow-moving items arising from continued depressed
industry condicions and determined that the inventory usage levels utilized
in computing the reserve for obsolescence should range from one to two years.
Prior to 1976, inventory quantities in excess of usage levels ranging from
one to four years were the basis for evaluating obsolescence. The effect of
this change in estimate was to decrease net income by $245,000 or $.09 per
common share in 1976. (See Note 1 of Notes to Consolidated Financial Statements.)

(F) INCOME (LOSS) PER SHARE

Primary income (loss) per share for 1976, 1975 and 1972 is based on the
weighted average number of common shares outstanding during each period.
Primary income per share for 1974 and 1973 was computed by dividing net
income by the average number of common and common equivalent (preferred stock)
shares outstanding. For the years 1974 and 1973, such preferred stock had
a dilutive effect on income per share, whereas such stock had an anti-dilutive
effect for 1976, 1975 and 1972. Por purposes of determining primary income
_per share in 1976 for investment income, taxes were allocated at an effective
rate of 48%.

Fully diluted income per share was computed assuming that the average
number of common and common equivalent shares outstanding were further
increased by conversion as of the beginning of each year of the convertible
debentures outstanding (416,000 shares in 1974, 428,000 shares in 1973
and 439,000 shares in 1972). The convertible debentures are not reflected
in 1976 and 1975 because they are anti-dilutive in thoae years.

Options and warrants have not been reflected in the computations because
they are anti-dilutive.
LS 000115
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Transactions between Golconda and its parent in 1976 and 1975 include
the following at prices determined by the parties (in thousands):
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1976 1975
Inventory purchases (35% and 45%
of total purchases in 1976 and
1975, respectively) . $ 4,327 § 3,047
Sales : 19 19
Management fee 115
Interest income 64

Golconda does not have any other material transactions with its parent
or other affiliated companies other than certain expenses paid by its parent
and charged to Golconda which are directly attributable to Golconda. The
parent did not charge Golconda with a management fee in 1975. The management
fee in 1976 is in return for various services, including general management,
insurance and pension plan matters, legal and taxation matters and other
similar matters which its parent provides to its divisions, subsidiaries and
affiliates,

See Note 8 of Notes to Consolidated Financial Statements - SUBSEQUENT
EVENTS.
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MANAGEMENT ANALYSIS OF VARIATIONS
IN CONTINUING OPERATIONS

Manufacturing
1975 vs. 1974:

Net sales decreased 31% in 1975 due principally to lost volume. This
lower volume is attributed to depressed conditions in the liquid petroleum
gas (LP-gas) industry and an indeterminable loss in market share to competitors.
The dollar decrease in sales would have been greater except for a small
increase in selling prices.

The decrease {n sales volume, increased costs of material and labor,
and increased inventory and obsolescence adjustments caused gross profit
to decrease as a percentage of sales from 22% in 1974 to 10% in 1975,

Selling and administrative expense decreased 22% due principally to
decreased personnel ($631,000), decreased sales commissions due to lower
vqlume ($132,000) and reclassifications of certain freight charges.

Interest expense decreased by $447,000 in 1975 primarily as a result
of the repayment of a bank note in January 197S.

Interest income decreased $342,000 in 1975 primarily as a result of
the collection of a note receivable in January 197S.

EBarnings from continuing operations were severely affected by reduced
sales volume, provisions for slow-moving and obsolete inventory, and special
provisions and losses on certain transactions which are included in Other
Income and Expense in the financial statements (See Note C).:

1976 vs. 1975:

Net sales increased 25% in 1976 due principally to price increases
as well as increased unit sales volume and better sales mix.

Gross profit increased as a percentage of sales from 108 in 1975 to
19% in 1976. This increase was due primarily to increased selling prices
and better sales mix to higher margin LP-gas equipment.

Selling and administrative expenses increased 7% due principally to
increagsed selling expenses ($152,000), increased employee benefit expenses
($124,000), increased product liability insurance expense ($161,000) and
the addition of the management fee ($115,000) offset by decreased outside
professional services including legal and data processing.

Interest expense decreased by $114,000 in 1976 as a result of the
decrease in long-term debt. 1975 also included $60,000 of interest related
to a bank note repaid in January 197S.

Interest income increased $88,000 due principally to the increase
in marketable securities in 1976 offset by a slight interest rate decrease.
Interest income in 1976 also included $55,000 from a note receivable related
to the B-B sale which was collected in April 1976. 1975 included $64,000
of interest related to a note receivable collected in January 1975S.
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Other (income) expense-net reflected income of $351,000 in 1976 compared
to a net expense of $1,664,000 in 1975 for a net change of $2,015,000.
The GMD loss of $1,178,000 and the $729,000 loss related to the foreign
joint ventures in 1975 accounted for most of the change between years.

Pourth quarter results:

Pourth quarter 1976 sales of $7,834,000 were $1,780,000 or 29% better
than sales in the third quarter and $2,413,000 or 45% better than fourth
quarter of 1975. The increase between the third and fourth quarter of 1976
was due principally to unit sales volume resulting from improved economic
conditions in the LP-gas industry creating increased demand. The increase
between 1976 and 1975 was due both to price increases and unit sales volume.

Net income in the fourth quarter of 1976 was $265,000 ($.06 per share).
Significant year-end adjustments affecting the fourth quarter results included
inventory obsolescence write-downs of $195,000, an additional $166,000 pro-
vision for product liability losses, a $55,000 loss on the sale of a product line
and an additional $40,000 accrual for accident and health expenses.

Net loss, as restated, for the fourth quarter of 1975 was $2,240,000
($.84 per share). The loss was restated to increase the tax benefit in the
fourth quarter and decrease the tax benefit in the first three quarters of
1975 by $1,266,000 or $.45 per share., The loss in the fourth quarter of
1975 was substantially higher due to inventory provisions and significant
year end adjustments including:

1. An additional amount of $150,000 provided for the estimated
loss on disposal of the Golconda Metals Division assets.-

2. A $363,000 write-down of mining stock investments.

3. A $596,000 loss from the expenses and write-downs related to the
termination of participation in foreign joint ventures.

4. A $78,000 loss on the sale of the oll-less compressor line,

S. An additional amount of $140,000 provided for estimated loss on
the disposal of the gauge line inventory and equipment.

The fourth quarter 1975 loss also included a $188,000 losas from discontinued
operations.

Investments

Income through 1974 reflects the gains from sales of Hecla common stock
and expenses required to maintain the Golconda Mining Corporation facilities.

In 1975 the loss represents a write-down of mining stock investments
(See Note 2), expenses for maintaining the Golconda Mining Corporation
facilities, and an additional income tax provision (See Note D).

In 1976 the loss represents expenses for maintaining the Golconda

Mining Corporation facilities as well as the loss resulting from the sale
of these facilities and the mining stock investments. (See Notes C and 2).
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ITEM 3 - PROPERTY

The principal plants operated by Golconda are listed below with their
location, square footage, and the principal products manufactured at each
location:

Acreage
Floor Area (Where Principal Owned

Division Location (Square Feet) Appl.) Products or Leased
Reg0 Chicago 320,000 19.2 Valves and Owned (1)

Illinois controls

Upper Saddle 24,000 Distribu=- Leased (2)

River, N.J. ' tion

and Chicago, center

Illinois _
Anderson Alsip, 29,000 . 1.7 Brass Owned

Illinois fittings

(1) See Note 3 of Notes to Consolidated Pinancial Statements concerning
a mortgage on this plant.

(2) Comprised of two structures, one owned and located in Chicago,
Illinois adjacent to the Reg0 manufacturing facilities, and the
other leased for an annual rental of $29,400 and located in Upper
Saddle River, New Jersey.

Reg0 operations are conducted in five adjacent buildings. Manufacturing
operaticns are conducted in a single story brick structure. Two of the
remaining four buildings which are used for storage and warehousing of
rawv material, semi-finished and finished parts, are of brick construction,
and two are metal frame. In total, 213,000 square feet are utilized for
manufacturing, 39,000 square feet are used for office space and 68,000
square feet are used for storage and warehousing. Manufacturing machinery
consists of light to medium metal cutting and processing equipment.

Anderson’'s manufacturing facilities consist of a cne-story expandable
concrete and steel building. Space is divided into 27,000 square feet
for manufacturing and related facilities and 2,000 square feet for office
functions.

Golconda owns all of the significant machinery and equipment used
in its operations and considers that its plants and equipment, whether
owned or leased, are well maintained, adequately insured, and with normal
additions and improvements, adequate for its present and foreseeable require-
ments.

ITEM 4 - PARENTS AND SUBSIDIARIES

Parent
Cerro-Marmon Corporation, a Delaware corporation, a subsidiary of GL

Corporation, located at 39 South LaSalle Street, Chicago, Illinois, 60603,
owns 73.9% of the Golconda preferred stock and 86.9% of the Golconda common
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stock, constituting 85.3% of the outstanding voting stock of Golconda, and
may be deemed a parent of Golconda.

Subsidiaries

Golconda Corporation has two subsidiaries as of December 31, 1976
which, considered in the aggregate as a single subsidiary, would not
constitute a significant subsidiary.

ITEM 5 - PENDING LEGAL PROCEEDINGS

See Note 7 of Notes to Consolidated Financial Statements.

Except for the litigation discussed at Note 7, there are no other
pending material legal proceedings, other than ordinary routine litigation
incidental to the business, to which Golconda or any of its subsidiaries has
become a party or of which any of their property has become the subject.

ITEM 6 - INCREASES AND DECREASES IN OUTSTANDING SECURITIES

(A)

(B)

(C)

(D)

Cumulative Convertible Preferred Stock (Par value

$1.00)
Balance December 31, 1975

Conversion to common shares
Purchased by Golconda throughout the year

Balance December 31, 1976
Common Stock (No par value)

Balance December 31, 1975

Conversion of preferred stock
Purchased by Golconda throughout the year

Balance December 31, 1976

7% Convertible Subordinated Debentures due
January 1, 1990

Balance December 31, 1975

Purchased by Golconda throughout the year
Balance December 31, 1976

Warrants to Purchase Common Stock @ $14.51 per

share, expiring January 15, 1979
Balance December 31, 1976 and 1975

383,157

mm
{2,078)

__380,302

2,785,595

265
(11.468)

2,774,392

$4,164,000

!188:000)
$3,976,000

292,467
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ITEM 7 ~ APPROXIMATE NUMBER OF EQUITY SZCURITY HOLDERS

Number of record
holders as of

Title of Class Decgmber 31, 1976
$1.00 Cumulative Convertible Preferred Stock, $1.00
par value 634
Common Stock, no par value 1,312

7% Convertible Subordinated Debentures, due :
January 1, 1990 680

Warrants expiring January 15, 1979 (Each to purchase
one share of common stock at $14.51 per share) 4

ITEM 8 - EXECUTIVE OFFPICERS OF THE REGISTRANT

All officers are elected by the Board of Directors and serve at the
pleasure of the Board. The listing immediately following this paragraph
shows the position with Golconda of each executive officer; his age; and
an account of his business experience during the past five years, including
the time he has served in his present position. There is no family relation-
ship between any of the executive officers of Golconda.

Gordon Paul Smith (60) Chairman of the Board of Directors since
i June 1974.

President and Chief Executive Officer. (February
1972 to June 1974). Chairman of the Executive
Committee in 1971 and a Director since
September 1970.

John R. Morrill (60) President and Chief Executive Officer since
May 1975 and a Director since June 1975.

Prior to joining Golconda, Mr. Morrill was
Senior Vice President with Automation Industries .
(1971-1975) . '

Robert C. Gluth (52) Vice President and Director since December
1975.

Vice President of The Marmon Group, Inc.
(Michigan) from February 1970 to September 1976;
Executive Vice President of The Marmon Group, Inc.
(Michigan) since September 1976; Vice President
of GL Corporation since 1972; Vice President of
Cerro Corporation from May 1975 to Pebruacy 1976;
Vice President of Cerro-Marmon Corporation from
February 1976 to September 13976; Executive Vice
President of Cerro-Marmon Corporation since
September 1976; and Vice President of Hammond
Corporation since December 1976; Director

of Cerro Corporation from June 1975 to Pebruary
1976; Director of Cerro~Marmon Corporation
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since November 197S; and Director of Hammond
Corporation since November 1976.

Thomﬁs L. Seifert (36) Secretary and General Counsel since December
1975.

Associate General Counsel of Cerro Corporation
from October 1975 to FPebruary 1976; Assistant
Secretary of Cerro Corporation from December
1975 to Pebruary 1976; Legal Counsel of Cerro-
Marmon Corporation from February 1976; Legal
Counsel and Secretary of Cerro-Marmon since
May 1976. Prior to joining Cerro, Mr. Seifert
was Associate General Counsel for Canteen
Corporation (April 1973 to October 1975)

and an attorney with Standard 0il Company
(December 1970 to April 1973).

David R. Nomura (33) Treasurer since Qctober 197S.

Prior to joining Golconda, Mr. Nomura was
an Audit Manager with the firm of Coopers
& Lybrand with which he was employed since
June 1965,

Charles B. Cranford (39) Vice President-Controller since January 1974.

Controller of both the Corporation and RegO
Division since January 1973. Prior to joining
Golconda, he served as division controller

and in other accounting assiqgnments for the
AMF Corporation.

Donald V. Ytterberg (50) Vice President since December 1972.
Vice Pregident of the Anderson Copper and
Brass Company when it was acquired by Golconda
in July 1972 and was named President of Anderson
in Januvary 1974.

ITEM 9 ~ INDEMNIPICATION OF DIRECTORS AND OFPICERS

Article VI, Section 1, of the ByLaws of Golconda entitled “Indemnification
of Directors and Officers® reads as follows:

"Any present or future director or officer, or the executor, administra-
tor or other legal representative of any such director or officer, shall
be indemnified by the corporation against reasonable costsa, expenses (exclusive
of any amount paid to the corporation in settlement), judgments, fines,
amounts paid in settlement of any action, suit or proceedings, and counsel
fees paid or incurred in connection with any action, suit or proceeding
to which legal representative may hereafter be made a party by reason of
his being or having been such director of officer; provided, (1) said action,
suit or proceeding shall be prosecuted against such director or officer
or against his executor, administrator or other legal representative to
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final determination, and it shall not be finally adjudged in said action,
suit or proceedings that he had been derelict in the performance of his
duties as such director or officer, or (2) said action, suit or proceeding
shall not be settled or otherwise terminated as against such director or
officer or his executor, administrator or other legal representative without
a final determination on the merits, and it shall be determined that such
director or officer had not in any substantial way been derelict in the
performance of his duties as charged in such action, suit or proceeding,
such determination to be made by a majority of the membaers of the board

of directors who were not parties to such action, suit or proceedings,
though less than a quorum, or by any one or more disinterested persons

to whom the question may be referred by the board of directors. For purposes
of the preceding sentence: (a) “action, suit or proceeding® shall include
every action, suit or proceeding, civil, criminal or other; (b) the right
of indemnification conferred thereby shall extend to any threatened action,
suit or proceeding and the failure to institute it shall be deemed its
final determination; (c) the termination of an action, suit or proceeding
by a plea of nolo contendere or other like plea shall not constitute a
final determination on the merits; (d) a judgment of conviction in any
criminal action, suit or proceeding shall not constitute a determination
that the person so convicted has been derelict in the performance of his
dutieg if it is determined by a majority of the members of the board of
directors who were not a party thereto, though less than a quorum, or by
one or more disinterested persons in the manner provided in the preceding
sentence that the person so convicted acted in good faith, for a purpose
which he reasonably believed to be in the best interests of the company
and that he had no reasonable cause to believe that his conduct was unlawful;
and (e) advances may be made by the company against costs, expenses and
fees as, and upon the terms, determined by the board of directors. The
corporation shall indemnify an employee who is not an officer to the same
extent that it does an officer. The foregoing right of indemnification
shall not be exclusive of any other rights to which any director of officer
may be entitled as a matter of law or which may be lawfully granted to

him; and the indemnification hereby granted by the company shall be in
addition to and not in restriction or limitation of any other privilege

or power which the corporation may lawfully exercise with respect to the
indemnification or reimbursement of directors, officers or employees.”

Golconda maintained directors' and officers' liability insurance in

effect until September 30, 1976. As of October 1, 1376 Golconda is acting
as a self-insurer with respect to these matters.
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ITEM 10

GOLCONDA CORPORATION AND SUBSIDIARIES
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 1976 and 1975

‘Reports of Certified Public Accountants

Financial Statements:
Consolidated Balance Sheet
Consolidated Statement of Operations
Consolidated Statement of Retained Earnings
Consolidated Statement of Additional Contributed Capital
Notes to Consoclidated Statements of Operations, Retained

Barnings and Additional Contributed Capital

Consolidated Statement of Changes in Financial Position

Notes to Consolidated Pinancial Statements

Schedules:
v - Property, Plant and Equipment
Vi - Accumulated Depreciation, Depletion and
Amortization of Property, Plant and
Equipment
XII ~ Valuation and Qualifying Accounts and Reserves
Xvi - Supplementary Income Statement Information

BExhibit I - Calculation of Income Per Share

PAGE
P-2 & F~3

P-4 & P=5
Item 2
Item 2
Item 2

Item 2
P-6 & P~7

P-14
P-15
P-16
P-17

P-18 & P-19

Schedules not included above are omitted as either not applicable or not
required or the required information is included in the financial statements

or the notes thereto.

The individual financial statements and schedules of the Registrant (not
consolidated) are omitted because the Registrant 1s primarily an operating
company and all subsidiaries included in the consolidated financial statements
being filed are totally-held subsidiaries and, in the aggregate, do not have
indebtedness to any person, including the Registrant and its consolidated
subgsidiaries, in amounts which together exceed 5% of the total assets as shown

by the most recent year-end consolidated balance sheet.
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REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
and Stockholders

Golconda Corporation

We have examined the consolidated balance sheet of Golconda
Corpora:ion at December 31, 1976 and the related consolidated statements
of operations, retained earnings, additional contributed capital and
changes in financial position for the year then ended, together with
the supporting schedules listed in the accompanying index to consolidated
financial statements. Our examination was made in accordance with gener-
ally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we congidered
necessary in the circumstances. ‘

As more fully deascribed in Note G, Golconda Corporation purchases
a substantial portion of its material inventory from its parent at prices
determined by the parties.

In our opinion, the statements mentioned above present fairly
the consolidated financial position of Golconda Corporation  at December 31,
1976 and the consclidated results of operations and changes in financial
position for the year then ended, in conformity with generally accepte&
accounting principles applied on a basis consistent with that of the preceding

year.

ARTHUR YOUNG & COMPANY

Chicago, Illinois
March 9, 1977
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders and
Board of Directors

Golconda Corporation

In our opinion, the consolidated financial statements included in
the accompanying index present fairly the financial position of Golconda
Corporation (a subsidiary of Cerro-Marmon Corporation) and its gubsidiaries
at December 31, 1975, and the results of their operations and the changes
in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent
with that of the preceding year. Our examination of these statements was
made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing proce-

dures as we cohsidered necessary in the circumstances.
PRICE WATERHOUSE & CO,

Chicago, Illinois
February 2, 1976
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 1976 and 1975

ASSETS
CURRENT ASSETS
Cash
Certificates of deposit

Commercial paper, at cost which approximates
market

Notes and accounts receivable less allowance

for doubtful receivables (1976 - $130,000;

1975 - $291,000)
(Note 1)

Income taxes (Note 1):
Refund receivable
Deferred

Prepaid expenses and sundry deposits

Investments held for sale - at estimated
realizable value (Notes 2 and C)

Net assets of businesses held for sale-at
estimated realizable value (Notes 6§
and C)

Total current assets

PROPERTY, PLANT AND EQUIPMENT - at cost
(Notes 1 and 3) (Schedules V and VI)

Buildings and improvements
Machinery, equipment and tools
Office furniture and fixtures

(Schedule XII)

Inventories {Schedule XII)

Less accumulated depreciation
Land

OTHER ASSETS

Excess of cost over underlying equity in net
assets acquired (Notes 1 and B)

Deferred debt expense - less accumulated
amortization on the bonds outstanding

method (1976 - $337,000; 1975 - $295,000)

Sundry

1976 1975
$ 123,000 3§ 26,000
3,000,000
11,100,000 4,550,000
4,504,000 5,178,000
9,215,000 10,775,000
937,000 462,000
755,000 1,390,000
23,000 169,000
250,000
715,000
26,657,000 26,515,000
2,995,000 2,947,000
6,979,000 7,089,000
250,000 256,000
10,224,000 10,292,000
(5,849,000) (5,680,000)
4,375,000 4,612,000
598,000 598,000
4,973,000 5,210,000
3,135,000 3,135,000
294,000 336,000
229,000 87,000
3,658,000 3,558,000

§ 35,288,000

$ 35,283,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 1976 and 1975

LIABILITIES AND STOCKEOLDERS' EQUITY

CURRENT LIABILITIES 1976 1975

Current maturities of long-term debt (Note 3) $ 98,000 $ 89,000
Accounts payable 1,326,000 1,529,000
Accounts payable - parent 1,098,000 741,000
Accrued liabjilities:
Salaries and wages 133,000 160,000
Property and payroll taxes 246,000 245,000
Employee benefits 661,000 122,000
Other 426,000 402,000
Total current liabilities 3,988,000 3,288,000
LONG-TERM DEBT (Note 3) 6,421,000 6,706,000
DEFERRED INCOME TAXES (Note 1) 518,000 565,000

CONTINGENT LIABILITIES
(Notes 7 and 8)

STOCKHOLDERS' EQUITY (Notes 3 and 5):

Capital stock -
Preferred (redemption and liquidation
value - 1976 - $14,284,000 and

1975 - $14,368,000) 381,000 383,000
Common 774,000 774,000
Additional contributed capital 5,648,000 5,674,000
Retained earnings 18,127,000 18,413,000
24,930,000 25,244,000

Less common stock in treasury - at cost 569,000 520,000
Total stockholders' equity 24,361,000 24,724,000

$ 35,288,000 S 35,283,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Years Ended December 31, 1976 and 1975

1976 1975
SOURCES OF WORKING CAPITAL
From operations:
Earnings (loss) from continuing operations $ 95,000 § (4,580,000)
Loss from discontinued operations (735,000)
Items not (providing) or requiring outlay
of working capital in the current
year:
Depreciation - . 715,000 . . 936,000
Amortization of deferred expenses 42,000 74,000
Deferred income taxes ( 47,000) (399,000)
Reduction in carrying value of _
investments ) 363,000
Writedown of advances to and
investments in foreign joint
ventures . 227,000
Other 20,000
Working capital provided
from (used in) operations 805,000 (4,094,000)
Reduction of long-term investments 250,000
Net fixed assets sold or retired:
Discontinued operations : 747,000
Golconda Metals Division 960,000
Net fixed assets transferred to assets
held for sale:
Golconda Metals Division " 1,249,000
Gauge assets 250,000
Total sources of working capital 805,000 (638, 000)
USES OF WORKING CAPITAL
Net additions to property, plant and
equipment 478,000 456,000
Reduction of long-term debt 285,000 352,000
Preferred cash dividends 381,000 383,000
Repurchase of capital stock 77,000
Sundry : 142,000 17,000
Total uses of working capital 1,363,000 1,208,000
DECREASE IN WORKING CAPITAL $ (558,000) $ (1,846,000)
{continued)
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OP CHANGES IN FINANCIAL POSITION

For the Years Ended December 31, 1976 and 1975

1976

1975

INCREASES (DECREASES) IN ELEMENTS OF

WORKING CAPITAL

Cash and certificates of deposit $ (2,903,000)

$ 1,199,000

Commercial paper 6,550,000 4,550,000
Notes and accounts receivable - net (674,000) (9,620,000)
Inventories (1,560,000) (6,743,000)
Income taxes (160,000) . 1,852,000
Prepaid expenses and sundry deposits (146,000) 87,000
Investments held for sale (250,000) 250,000
Net assets of businesses held for sale (715,000) (3,945,000)
Net increase (decrease) in
current assets 142,000  (12,370,000)
Current maturities of long-term debt 9,000 9,000
Notes payable (8,000,000)
Accounts payable 154,000 (82,000)
Income tixes (2,556,000)
Accrued liabilities 537,000 105,000
Net increase (decrease) in
current liabilities 700,000 (10,524,000)
DECREASE IN WORKING CAPITAL $ (558,000) § (1,846,000)

The accompanying notes are an integral part of this statement.

P-7
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GOLCONDA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED PINANCIAL STATEMENTS
December 31, 1976 and 1975

In the accompanying financial statements, alphabetic note references
are to Notes to Consolidated Statements of Operations, Retained Earnings
and Additional Contributed Capital included elsewhere herein.

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Golconda is a subsidiary of Ce:ro—Mazmon'Corpotation (Cerro Corporation
prior to acquigition of Cerro by Cerro—-Marmon on February 24, 1976).

CONSOLIDATION - All subsidiaries are consolidated and significant
intercompany transactions have been eliminated. '

INVENTORIES -~ Inventories are stated at the lower of cost (determined
by the first-in, first-out method) or market. Inventories used in the
computation of cost of goods sold are comprised of the following (in thousands):

1976 1975 1974
Pinished goods and work in
process $ 8,118 $ 9,134 § 14,685
Raw materials and supplies 1,097 1,641 2,833
Total $§ 9,215 $ 10,775 s 17,518

DEPRECIATION - Por financial reporting purposes, Golconda computes
depreciation principally on a straight-line basis over the estimated useful
lives of the assets. The estimated useful lives used in determining deprecia-
tion are as follows:

Description Useful Lives
Buildings and improvements 5 to 50 years
Machinery, equipment and tools 2 to 20 years
Office furniture and fixtures S to 20 years

Maintenance and repairs are charged to operations as incurred. Better-
ments and major renewals are capitalized. Upon sale or disposition of
properties, the asset account i3 relieved of the cost, the accumulated
depreciation account is relieved of the depreciation taken prior to the
sale and any resultant gain or loss is reflected in operations.

INCOME TAXES - Provision ig made for deferred taxes which arise primarily
from the use for tax purposes of accslerated depreciation methods and the
installment sales method in 1975 for i{nvestment income. Deferred income tax
debits arise from provisions not currently deductible for tax purposes,
principally related to inventory and net assets of businesses held for sale.
Available investment tax credits are accounted for under the "flowthrough®
method. In 1976 the amount available was $42,000, but recapture amounted
to $35,000, resulting in a net investment tax credit of $7,000. In 1975
the amount available was $46,000, but recapture amounted to $61,000, resulting
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in a net investment tax credit recapture of $15,000. The investment tax
credit and the effect of the use of a Domestic International Sales Corporation
resulted in Pederal income tax provigion (benefit) reductions of $13,000 and
$25,000 in 1976 and 1975, respectively. Investment tax credits for 1974,

1973 and 1972 were $43,000, $149,000 and $22,000, respectively.

Bffective June 3, 1974, Golconda was included in the consolidated
Pederal tax return of Cerro Corporation and since FPebruary 25, 1976 has been
included in the consolidated Pederal tax return of GL Corporation, the parent
of Cerro-Marmon Corporation. Under the terms of Golconda's tax sharing
agreement with ita parent, Pederal income taxes are computed as if Golconda
and its subsidiaries continued to file a separate consolidated return and
liabilities are remitted to, and benefits and refunds obtained from its
parent on this basis. State income tax returns are filed on an individual
company basis.

EXCESS OP COST OVER UNDERLYING EQUITY IN NET ASSETS ACQUIRED - The
amount shown on the balance sheet arose prior to fiscal year 1971 and is not
being amortized because, in the opinion of management, there has been no
diminution of value.

PENSION PLANS - Unfunded past service costs are accrued and funded on a
thirty-year basis; current costs are accrued and funded on a current basis.

Note 2: INVESTMENTS

At December 31, 1975, investments were comprised of the capital stock
of mining companies as follows (in thousands):

Quoted
Market
Balance Price (a)
Alice Consolidated Mines, Inc.
(54% owned) (4,308,020 shares) $ 399 $ 819
Other 389 255
Write-down to estimated realizable
value (b) {538)
$ 250 $ 1,074

(a) The quoted market prices of the various stocks resulted from
limited and very small share quantity transactions and management
believes they were not representative for large block and controlling
interest transactions.

(b) It was Golconda's intention to dispose of these investments,
and accordingly, their carrying value was reduced to management's
estimate of realizable value.

The primary asset of Alice Consolidated Mines, Inc. (Alice), 51% of

Golconda's total mining stock investments, was 1,109 acres of mining properties
which, until June 1975, had been undergoing exploration and development by
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another mining company under an agreement in which Golconda also participated.
All exploration and development of these properties had ceased due to lack of
sufficient mineralization to warrant further development effort. Management
believed that the value of Alice had been permanently impaired by the cessation
of such exploration and development.

In December, 1976 Golconda sold its investments in mining stocks and
related assets for $175,000. (See Note C of Notes to Consolidated Statement
of Operations).

Losses, before income taxes, from investments for the two years ended
December 31, 1976 are summarized below (in thousands):

1976 1975

Expenses, principally for administra-

tion of properties $ 49 $ 71
Loss on sale of mining stocks and

related assets 135
Provision for decline in value of

certain investments 363
Investment loss before income taxes $ 184 § 434

Note 3: LONG-TERM DEBT

Long-term debt at December 31, 1976 and 1975 is comprised of the follow-
ing (in thousands):

1976 197S

7% convertiblé subordinated

debentures, due January 1, 1990 $ 3,976 $ 4,164
10% first mortgage note, payable

in monthly installments of

$28,975 including interest, final

payment due April 1, 1990 2,543 2,631

6,519 6,795

Less current maturities 98 89

$ 6,421 § 6,706

The net book value of the property subject to the mortgage at December 31,
1976 was $1,014,000.
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The aggregate amounts of long-term debt maturing in each of the five
years subsequent to December 31, 1976 are as follows:

1977 $ 98,000
1978 108,000
1979 395,000
1980 457,000
1981 471,000

The 7% convertible subordinated debenture indenture agreement (dated
January 1, 1970 for $5,000,000) containg certain covenants, which provide,
among other things, that Golconda:

Will maintain consolidated net working capital of $10,000,000. At
December 31, 1976, consolidated net working capital was $22,669,000.

Will not pay cash dividends or acquire for cash any shares of its

stock in excess of $1,000,000 pluas its cumulative consolidated net
income after November 30, 1969. At December 31, 1976 retained earnings
in the amount of $4,189,000 were free of such restrictions.

In connection with certain 7% subordinated notes (which were retired in

1974), Golconda has issued warrants entitling the holders thereof to purchase,
at a price of $14.51 per share, 292,467 shares of Golconda's common stock.
These warrants explre January 15, 1979.

The trust indenture underlying the convertible subordinated debentures
provides, among other things, that the debentures are redeemable at Golconda's
option at prices ranging from 103.5% in 1977 to 100% in 1984; that annual
sinking fund payments of $325,000 are required beginning in 1976 (such
payments can be reduced by the principal amount of debentures acquired
by Golconda or converted into common stock, and as a result, all of
the 1976, 1977, and 1978 installments and $49,000 of the 1979 installment have
already been satisfied), that Golconda has an option to make additional
annual payments of $325,000 without premium and that the debentures are
convertible into shares of common stock at a conversion price of $10.67 per
share (subject to non-dilution provisions).

Note 4: PENSION PLANS

Golconda haa two pension plans covering substantially all employees.
The charges to operations for the cost of the pension plana for the years
ended December 31, 1976 and 1975 were $533,000 and $355,000, regpectively.

At December 31, 1976, (based on the most recent actuarial study dated
January 1, 1976) the unfunded past service cost relating to the above plans
was $3,664,000 and the vested benefits exceed the total of the pension fund
assets and balance sheet accruals by approximately $2,900,000.

Note 5: CAPITAL STOCK
Preferred stock consists of 932,151 authorized shares of $1.00 par

value, of which 380,902 shares are issued and outstanding at December 31,
1976.
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The outstanding preferred stock is entitled to a preferential cumulative
annual dividend at a rate of $1.00 per share. The shares are redeemable at
Golconda's option at $37.50 per share plus unpaid cumulative dividends.

The preferred stock has liquidation rights over the common stock in any
final distribution and is entitled to one vote for each share held.

The outstanding preferred shares are convertible into common shares at
the option of the holder at the rate of one and one-half shares of common
stock for each preferred share held. This conversion rate is subject to
non-dilution provisions.

Common stock consists of 7,500,000 authorized shares, without par
value, of which 2,774,392 shares are cutstanding. At December 31,1976
1,236,454 shares of authorized but unissued common shares have been reserved
as follows: 571,353 shares upon conversion of preferred stock; 372,634
shares upon conversion of the 7% convertible subordinated debentures
{Note 3); and 292,467 shares upon exercise of warrants for the purchase
of common stock (Note 3). At December 31, 1976,and 1975, there were 82,718
shares and 71,250 shares, respectively, of common stock held in the treasury.

An analysis of the transactions during the year ended December 31,
1976 affecting preferred and common stock, additional contributed capital
and treasury stock follows:

Additional
Preferred Commnon Contributed Treasury
Stock Stock Capital Stock

Balance - :

December 31, 1975 $ 383,157 $ 773,702 § 5,673,539 § (519,600)
Conversion of 177 shares

of preferred stock into

265 shares of common

stock (177) 177
Purchase of stock:

Common, 11,468 shares (48,979)

Preferred, 2,078 shares {2,078) (25,430)

$ 380,902 §$ 773,879 § 5,648,109 .§ (568,579)

There was no activity during the year ended December 31, 1975.
Note 6: NET ASSETS OF BUSINESSES HELD FOR SALB

The December 31, 1973 balance consists principally of the property,
plant and equipment of the Golconda Metals Division (See Note C - OTHER
TERMINATIONS AND DISPOSALS).
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Note 7: CONTINGENT LIABILITIES

Golconda is one of 35 defendants in a class action by a shareholder
of United States National Bank of San Diego (Bank), in Pred H. Barmsen, et al
vs. C. Arnholt Smith, et al, filed on October 29, 1973, in the United States
District Court for the Southern District of California. The plaintiff
purports to be acting in a derivative capacity on behalf of the shareholders
of the Bank. The complaint seeks damages and other relief on behalf of
the shareholders of the Bank on account of alleged violations of federal
securities laws, illeqal loans, improper acts of the Bank's directors,
and conspiracy to commit the foregoing acts and fraud.

In the opinion of management and general counsel, the exposure of Golconda
to any liability seems very remote in that Golconda's only connections with
the Bank or with C. A. Smith were that some of Golconda's stock was at one
time possessed by one of the Smith-dominated corporations and that Golconda
maintained small bank accounts for a short period of time at the Bank of
sizes that were not material to either Golconda or the Bank. There have not
been any material transactions between Golconda and the other defendants and the
Bank, and it is management's opinion that there are no facts, nor have any
been specifically alleged, relating to Golconda, warranting inclusion in the
complaint. An identical class action suit was filed by the plaintiff in the
Superior Court in and for the County of San Diego to toll the statute of
limitations in the State Court, but to date this suit has not yet been formally
served upon Golconda.

Golconda's Federal income tax liabilities have been gsettled through
1968. Management believes that adequate allowances have been established
for all income tax liabilities relating to Golconda. As a member of the GL
consolidated FPederal income tax group and previously of the Cerro group (See
Note 1), Golconda is contingently liable for federal income taxes attributable
to other members of the respective groups.

Note 8: SUBSEQUENT EVENTS

In January 1977, Golconda entered into an informal investment agreement
with Cerro~-Marmon. Under the terms of the agreement, Cerro-Marmon will
invest a portion of Golconda's excess funds through Cerro-Marmon's investment
sources on behalf of and for the benefit of Golconda. Golconda is in the
same position as if it were investing independently except that it receives
the beneflit of Cerro~-Marmon's investment sources. On January 4, 1977,
Golconda invested $5,000,000 under this agreement.

Beginning January 1, 1977 Golconda purchased a product liability insurance
policy from an affiliated insurance company pursuant to which Golconda will,
in effect, bear the cost of the first $200,000 of each claim and the next
$400,000 of each claim (up to an aggregate of $900,000) on a retrospective
basis. While management believes that it is unlikely to happen, a large
number of claims for accidents which might occur in 1977 could have a material
adverse effect on Golconda's financial position and results of operations.
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GOLCONDA CORPORATION & SUBSIDIARIES
SCHEDULE XII

VRLUATION AND QUALIFYING ACCOUNTS AND RESERVES

Balance at Charged to Balance

Continuing beginning costs and end of
operations of period expenses Deductions period
Allowance for

doubtful receivables:

Year ended 12/31/76 $ 291,000 $ 42,000 $ (203,000X1) §$ 130,000

Year ended 12/31/75 $ 256,000 $ 322,000 $ (287,000X1) $ 291,000
Inventory valuation reserve:

Year ended 12/31/76 $1,650,000 $1,395,000 $(2,055,00012) $ 990,000

Year ended 12/31/7S $ 900,000 $1,260,000 $ (510,000X2) $1,650,000
Reserve for decline in market

value of investments:

Year ended 12/31/76 $ $ $ $

Year ended 12/31/7S $ 175,000 $ $ (175,00013) $
Discontinued
operationg
Allowance for doubtful

receivabless

Year ended 12/31/76 $ $ $

Year ended 12/31/7% $ 98,000 $ $ (98,000%4)

(1) wWrite-off of uncollectible accounts net of recoveries.

(2) Disposals of cbsolete inventory.

(3) Included as part of the write-down to net realizable value in 1975.
(4) Included with assets of divisions sold.
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GOLCONDA CORPORATION AND SUBSIDIARIES
SCHEDULE XVI

SU?PLEMENTAR! INCOME STATEMENT INFORMATION

Year ended
12/31/76 12/31/75
Continuing operations:
‘Maintenance & repairs $ 660,000 § 528,000
Depreciation of property, plant |
and equipment $ 715,000 $ 936,000
Taxes other than income taxes: _
Real estate & personal property $ 251,000 § 250,000
Payroll 609,000 425,000
Sundry 31,000 14,000
Total taxes . $ 891,000 $ 689,000
Rents $ 298,000 §$ 273,000
LS 000140
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P A R T II

Part II will not be filed at this time pursuant to General Instruction {
which permits omission if a definitive proxy statement is filed not later than
120 days after the close of the year.

S I G N AT UOUORE S

Pursuant to the requirements of the Securities Exchange Act of 1934,
.Golconda Corporation has duly caused this Annual Report to be signed on
its behalf by the undersigned thereunto duly authorized.

GOLCONDA CORPORATION

DAVID R. NOMURA
by: David R. Nomura

Treasurer

DATE: _ March 30, 1977
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EXHIBIT I
GOLCONDA CORPORATION AND SUBSIDIARIES
CALCULATION OF EARNINGS PER SHARE
(In Thousands)
1976 1975 1974 (A) 1973 1972

Shares for computations:
Weighted average shares
outstanding 2,781 2,785 2,785 2,785 2,785
Common stock equivalents (B): '
Assumed conversion of
convertible preferred
stock into common (C) 575 580

Common shares for primary

income per share _ 2,781 2,785 3,360 3,365 2,785
Assumed conversion of '

convertible preferred

stock into common (C) 585
Assumed conversion of 7%

convertible subordinated

debentures under if

converted method (D) 416 428 439
Common shares for fully )
diluted income per share 2,781 2,785 3,776 3,793 3,809

Net income for computations:
Income (loss) from contin-
uing operations:
Manufacturing $ 191 $(2,767) $§ 455 $ 1,970 $ 1,484

Investments (96) (1,813) 7,021 1,183 341
95 (4,580) 7.476 3,153 1,825

Income (loss) of discon-
tinued operations (735) _(1,915) 48 (119)

Income (loss) before preferred
dividend requirement 95 (5,315) 5,561 3,201

Less preferred dividend
requirement (C) (381) (383)

Net income (loss) for

primary earnings per share (286) (5,698) 5,561 3,201
Plus preferred dividend

requirement (C) 399

Add interest savings, net of
applicable income taxes:

7% convertible debentures (D) 184 185 197
Net income (loss) for fully
diluted income per share $_(286) $(5,698) § 5,745 $ 3,386 $ 1,903

{(See notes on next page)
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(a)
(8)
()

(D)

-40-

Reference i3 made to Note A of Notes to Consolidated Statement of

Operations.

Yield of the 7% convertible debenture exceeded 66-2/3% of prime rate at
date of issue, and therefore is not a common stock equivalent.

Anti-dilutive in 1976, 1975 and 1972. Dilutive, and therefore included

in shares for primary income computation, in 1974 and 1973.
Anti-dilutive in 1976 and 1975.
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GOLC DA CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART 1
Item 1.07 Issuance and Redemption of Securities (Sections 22{(g) and 23).
(a) Pursuant to a statutory merger of Astro Controls, Inc.

into the registrant on September 15, 1970 the following
exchanges of securities occurred:

Golconda common stock for Astro common stock,
1-1/2 for 1 exchange ratio
853,675-1/2 shares issued

Golconda preferred stock for Astro preferred
stock, 1 for 1 exchange ratio
449,956 shares issued

Pursuant to the terms of the convertible preferred stock,
150 shares of common were issued for 100 shares of
convertible preferred stock on November 5, 1970.

(b) The above transactions were exempt from registration
under Rule 133 under the Securities Act of 1533 and
Section 3(a) (9) of the Securities Act of 1933, Facts
relating to the merger and conversion terms of the
preferred stock are contained in a joint proxy
statement dated June 30, 1970 previously filed and
hereby incorporated by reference.

(c),(d) and (e) None

Item 1,08 Persons in Control Relationship with Registrant (Section 2(a){(g))

The Registrant disclaims that any persons directly or indirectly
control, are controlled by, or are under common control with, the
Registrant within the meaning of the Investment Company Act of 1940,
except for the following companies controlled by the Registrant:

Percentage of voting

Name of State of securities owned b
Controlled Company Incorporation the Registrant
Golconda Area Companies:

Alice Consolidated Mines, Inc. Idaho 53.66%
Bell Mining Company Idaho 40.64%
Black Bear Mines Company Idaho 68.73%
Granada Lead Mines, Inc. Idaho 30.22%
Great Eastern Mining Company, Ltd. Idaho 12,.83%
Ivanhoe Mining Company, Limited Idaho 23,93%
Mullan Metals, Inc. Idaho 42,65%
Square Deal Mining & Milling Co., Ltd. Idaho 54.33%
Bullion Mining Company Idaho 31.24¢% ~
Wallace Mining Company Idaho 52.19%

The Registrant does not file financial statements for its four

subsidi ‘2z %17 _.cidered in the aggregate as a single

subsidiary, they would not constitute a significant subsidiary.

Further, the Registrant owns 11.45% of the outstandzng shares
of Common Stock of Hecla Mining Company.
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GOI NDA CORPORATION

(formerly Golconda Mining

Corporation)
FORM N-1lR, November 30, 1970
PART 1
Item 1.09 Persons Owning Equity Securities of Registrant.
Name and Title of Type of Amount Percent
Address Class Ownership Owned of Class
(a) First Greystone Common stock, Record & 273,750 9,.82%
Associates, no par Beneficial
Kansas City,
Missouri
(b) First Greystone Warrants($20) - Record & 67,500 57.14%
Associates, common Beneficial
Kansas City,
Missouri
A.D. Martin Warrants($20) - Record & 15,750 13.33%
Dallas, Texas common Beneficial
State Mutual Warrants($14.51) Record & 233,974 80.00%
Life Assurance -~ common Beneficial
Co. of America
Worcester,
Massachusetts
Hanover Insurance Warrants($14.51) Record & 43,870 15%
Company, - common Beneficial
New York, N. Y.
L. N. Lucas Stock Option - Record 834 19.13%
Winnetka, common
Illinois
J.M. Stogin Stock Option -  Record 1,750 40,14%
Wilmette, common
Illinois
(c) All Officers Common stock, Record & 78,413 2.81%
and Directors no par Beneficial
as a Grou
P Beneficial 68,959 2.47%
$§1.00 Cumulative Record & 9,300 2.07%
Convertible Beneficial
Preferred Stock
: referred Stock peneficial 659 0.02%
Warrants ($20) - Record & 22,455 19.01%
common Beneficial
Beneficial 13,295=-1/2 11.26%
7% Convertible Record & $96 ,000 1.94%
Subordinated Beneficial
) Debentures Beneficial $20,000 0.40%
Stock Options - Record & 3,002 68.85%
common Beneficial
LS 000152
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Item 1.10 Number 0f Holders of Equity Securities.

L4

Title of Class

$1.00 Cumulative Convertible
Preferred Stock -~ $1.00 par value

Common Stock - no par value.

7% Convertible Subordinated
Debentures due January 1, 1990

Warrants expiring August 27, 1971
Warrants expiring January 15, 1979

Options on preferred stock

GOLC "NDA CORPORATION

(formerly Golconda Mining

Corporation)

FORM N-1lR, November 30, 197C
PART 1

Number

of Holders

1,662

4,124

762

18
4
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GOLC DA CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART 1
Item 1.07 Issuance and Redemption of Securities (Sections 22(g) and 23).
(a) Pursuant to a statutory merger of Astro Controls, Inc.

into the registrant on September 15, 1970 the following
exchanges of securities occurred:

Golconda common stock for Astro common stock,
1-1/2 for 1 exchange ratio
853,675-1/2 shares issued

Golconda preferred stock for Astro preferred
stock, 1 for 1 exchange ratio
449,956 shares issued

Pursuant to the terms of the convertible preferred stock,
150 shares of common were issued for 100 shares of
convertible preferred stock on November 5, 1970.

(b) The above transactions were exempt from registration
under Rule 133 under the Securities Act of 1533 and
Section 3(a) (9) of the Securities Act of 1933, Facts
relating to the merger and conversion terms of the
preferred stock are contained in a joint proxy
statement dated June 30, 1970 previously filed and
hereby incorporated by reference, :

(c),(d) and (e) None

Item 1.08 Persons in Control Relationship with Registrant (Section 2(a)(q))

The Registrant disclaims that any persons directly or indirectly
control, are controlled by, or are under common control with, the
Registrant within the meaning of the Investment Company Act of 1940,
except for the following companies controlled by the Registrant:

Percentage of voting

Name of State of securities owned b:
Controlled Company Incorporation the Registrant
Golconda Area Companies:

Alice Consolidated Mines, Inc. Idaho 53.66%
Bell Mining Company Idaho 40.64%
Black Bear Mines Company Idaho 68.73%
Granada Lead Mines, Inc. Idaho 30.22%
Great Eastern Mining Company, Ltd. Idaho 12,83%
Ivanhoe Mining Company, Limited Idaho 23.93%
Mullan Metals, Inc, Idaho 42,65%
Square Deal Mining & Milling Co., Ltd. Idaho 54,33%
Bullion Mining Company Idaho 31.24% ~
Wallace Mining Company Idaho 52.19%

. .Thg Registrant does not file financial statements for its four
subsidi ‘-z %zt .:cidered in the aggregate as a single

subsidiary, they would not constitute a significant subsidiary.

Further, the Registrant owns 11.45% of the outstanding shares
of Common Stock of Hecla Mining Company.
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GOI NDA CORPORATION

{(formerly Golconda Mining

Corporation)
PART 1
Item 1.09 Persons Owning Equity Securities of Registrant.
Name and Title of Type of Amount Percent
Address Class Ownership Owned of Class
{a) First Greystone Common stock, Record & 273,750 9.82%
Associates, no par Beneficial
Kansas City,
Missouri
(b) First Greystone Warrants($20) - Record & 67,500 §57.14%
Associates, common Beneficial
Kansas City,
Missouri
A.D. Martin Warrants($20) - Record & 15,750 13.33%
Dallas, Texas common Beneficial
State Mutual Warrants($14.51) Record & 233,974 80.00%
Life Assurance - common Beneficial
Co. of America
Worcester,
Massachusetts
Hanover Insurance Warrants($14.51) Record & 43,870 15%
Company, - common Beneficial
New York, N. Y.
L. N. Lucas Stock Option - Record 834 19.13%
Winnetka, common
Illinois
J.M. Stogin Stock Option -  Record 1,750 40.14%
Wilmette, common
Illinois
(c) All Officers Common stock, Record & 78,413 2.81%
and Directors no par Beneficial
as a Grou
P Beneficial 68,959 2.47%
$1.00 Cumulative Record & 9,300 2.07%
Convertible Beneficial
Preferred Stock
- Beneficial 659 0.02%
Warrants ($20) - Record & 22,455 19.01%
common Beneficial
Beneficial 13,295-1/2 11.26%
7% Convertible Record & $96,000 1.94%
Subordinated Beneficial
Debentures Beneficial $20,000 0.40%
Stock Options - Record & 3,002 68.85%
common Beneficial
LS 000152
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GOLC "NDA CORPORATION

(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 197(
PART 1
Item 1.10 Number of Holders of Equity Securities,
' - : Number
Title of Class of Holders
$1.00 Cumulative Convertible 1,662
Preferred Stock - $1.00 par value
Common Stock - no par value. 4,124
7% Convertible Subordinated 762
Debentures due January 1, 1990
Warrants expiring August 27, 1971 18
Warrants expiring January 15, 1979 4
Options on preferred stock 6
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GOl NDA CORPORATION

(formerly Golconda Mining
Corporation)

FORM N=-1R, November 30, 197

PART I

Item.l1.13 Remuneration of Certain Other Affiliated Persons.

Capacities in which Aggregate

Name of Person Services were Rendered Remuneration
(a) Not applicable
(b) Linde, Thomson, Van Dyke, Legal Fees and $74,689

Fairchild & Langworthy Expenses

{(Mr. Albert W. Thomson,

an officer and director

of the Registrant, is a

partner in that firm).

Brenner, Lockwood & O'Neal ' Legal Fees and $33,061

Mr. Daniel L. Brenner, a Expenses

director of the Registrant,
is a partner in that firm).

“Item 1l.14 Indemnification of Directors and Officers (Section 17(h)).

Article VI of the By-Laws provides for "Indemnification of
Officers and Directors".

Directors and Officers are insured and indemnified against any
claim(s) made against them, jointly or severally, for loss caused by
any negligent act, any error, any omission, or any breach of duty
while acting in their capacity as Director or Officer. The policies
do not apply to: claims for libel or slander; for claims under
Section 16 (b) of the Securities Exchange Act of 1934; for improper
compensation; for personal profit, for advantages to which the party
was not legally entitled; or for claims brought about or contributed
to by the dishonesty of the party.

Item 1.15 Employees of Registrant.

(a)

Number of Number of
full-time part-time
Class of Employees employees employees
(1) Of the registrant
Executive and research 11 2
(officers)
All other employees 1,746 0
(2) Of a Section 2(a) (19) (iii)-
type company (state name)
- Executive and research Not applicable Not applicable
All other employees Not applicable Not applicable

(b) Not applicable.

‘ltem i..lb Custody of Securitius and Similar Investments (Section 17 (f)\

(a) Not applicable
(b) Not applicable

(c) Securities are maintained in custody of registrant and are
deposited in the Idaho First National Bank, Wallace, Idaho for
safekeeping, except 594,850 shares of Hecla Mining Company stock
which are pledged as collateral on notes payable to banks.

(d) Not applicable

LS 000161
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GOLCO" “A CORPORATION
(form..ly Golconda Mining

Corporation)
FORM N=-1lR, November 30, 1970
PART I

Item 1.17 TFidelity Bond (Section 17(q)).

The Aetna Casualty and Surcety Company
Bond No. 55 BY 66

$50,000 coverage - Commercial Blanket Bond in effect
entire year. :

Item 1.18 Investment Advisers {(Section l15(a)).

{a) Not applicable

(b) Not applicable

Item 1.19 Entry into or renewal of Investment Advisory Contract
(Sections 1l5(a) and lS(c)),

Not applicable

Item 1.20 Business and Other Connections of Management and of
Investment Adviser.

See Item 1.11 (a) above.

Item 1.21 Personnel of Investment Adviser.

Not applicable

Item 1.22 Services Provided by Investment Adviser,

Not applicable

Item 1.23 Administrative and Other Services.

(a) H. F, Magnuson and Company

(b) Accounting, general office services and stock transfer
services.

(c) The amount of compensation paid for above services by

registrant for the fiscal year ended November 30, 1970
was $56,325.

Item 1.24 Other Persons Furnishing Investment Advice.

None

LS 000162
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GC ONDA CORPORATION

(formerly Golconda Mining
_ Corporation)

FORM N-1R, November 30, 197

PART I

Item 1.25 Portfolio Turnover Rates.

(a) . Dollar Amount o

Turn- Dollar Amount of Dollar Amount of Average Monthly
For the over Purchases of Port- Sales of Port- Portfolio

Year Ended Rate folio Securities ~ folio Securities Securities
November 30, .

1970 2.19% - $462,057 $21,085,211
December 31, '

1969 .21% $1,008,342 48 ,626 22,561,727
December 31,

1968 1.29% 462,125 350,623 27,094,662

(b)
November 30, -

1970 2,19% - $462,057 $21,085,211
December 31, |

1969 - .21 $1,008.342 48,626 22,561,727
December 31,

1968 1.29% 462,125 350,623 27,094,662
Item 1.26

Purchases of Securities on Margin; Joint Trading; Short Sales.

Not applicable

Item 1.27 Holdings of "Restricted Securities™ Other Than Straight
DeB; Securities._

During the year Registrant acquired 4,308,020 shares of Alice
Consolidated Mines, Inc. in exchange for its holdings of Alice Silver-
Lead Mining Co., United Lead-Zinc Mines Company and Mullan Silver-
Lead Mines Company. The shares of Alice Consolidated were taken under

an "Investment Letter" which has been filed with the Securities and
Exchange Commission.

Item 1.28 Purchases of Portfolio Securities Shortly Prior to
Ex~Dividend Dates.

Registrant d4id not follow a practice during the fiscal year of
purchasing portfolio securities shortly prior to the ex-dividend date.

Item 1.29 Monthly Sales of Registrant's Shares; Dividends, Capital

( Caing _..0 Tl 0 Distributions.
a)
Distributions Per Share -
. T Dividends
Total from net income ' Capital gains ' Other
number of Record Record Recorad

Month shares sold ~Amount Date Amount ' Date  Amount ' Date
Not applicable $.06 6/15/70 - - - =
Not applicable $.06 12/15/70 - - - -

(b) Not applicable
LS 000163
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GOLC"NDA CORPORATION
(for. :rly Golconda Mining
Corporation)

FORM N-1R, November 30, 1970

PART I

ITtem 1.30 Solicitation of Proxies (Section 20(a)).
(a) May 12, 1970 (regular) and August 12, 1970 (special)
adjourned to September 4, 1970.
(b) Proxies were solicited by the management of the Registrant.
(c) Definitive proxy material was filed with the Commission
with respect to such solicitation on July 6, 1970 (mailing
date). .
Item 1.31 Practice Regarding Participation by Brokers and Dealers
in Commissions or Other Compensation Paid on Portfolio
Transactions of Registrant.
(a) Not applicable
(b) Not applicable
Item 1.32 Interests of Certain Persons in Investment Adviser,
Principal Underwriter or Certain Brokers and Dealers;
Commissions Paid to Certain Brokers and Dealers.
(a) Not applicable
(b) Not applicable
(c) Not applicable
(d) Not applicable
Item 1.33 Policy with Respect to Trading in Securities by Certain
Affiliated Persons of Registrant or of Tnvestment Adviser.
(a) Registrant hds no established code of ethics pertaining to
trading in securities by its directors, officers or employees.
(b) Not applicable
_Items1.34 through 1,38 Apply Only to Open-End Companies,
Item 1.39 PFinancial Statements and Exhibits.
(a) Financial Statements - See index to Financial Statements
and Schedules - Page F-2
{b) Exhibits -

1., EDP Attachment for Form N-1R of
Registered Closed-End Management
Investment Company, for the fiscal
year endea November 30, 1970

2. Calculation of Earnings Per Share,
- November 30, 1970

3. Joint Proxy Statement of Golconda Mining

Corporation and Astro Controls, Inc.
dated June 30, 1970

LS 000164
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GOLCONI' = CORPORATION

(former ; Golconda Mining
Corporation)

FORM N=-1R, November 30, 1970

PART I

SIGNATURE

This Part I of the registrant's report on Form N-1R
has been submitted to each member of the board of directors of
the registrant, and, pursuant to the requirements of the
Investment Company Act of 1940, the undersigned registrant has
caused this Part I to be signed on its behalf in the City of
Chicago. and State of Illinois on the 12th day of May, 1971.

GOLCONDA CORPORATION
(formerly Golconda Mining
Corporation)

J. M. Stogi
Vice Preside

Witness: _€ (. Wi SIEERE
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GOLCONDA CORPORATION AND SUBSIDIARIES

FINANCIAL STATEMENTS
FOR INCLUSION IN FORM N-1R
ANNUAL REPORT FILED WITH
SECURITIES AND EXCHANGE COMMISSION

November 30, 1970
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Golconda Corporation and Subsidiaries
INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

November 30, 1970

- Page
AUDITORS' REPORT e 3
FINANCIAL STATEMENTS
 CONSOLIDATED BALANCE SHEET
~ ASSETS F- 4
LIABILITIES F- 5
CONSOLIDATED STATEMENT OF OPERATIONS F- 6
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY F- 7
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS F- 8
SCHEDULES
II1 - INVESTMENTS IN SECURITIES OF AFFILIATES F-14
V - PROPERTY, PLANT AND EQUIPMENT F-15
VI - RESERVES FOR DEPRECIATION, DEPLETION AND
AMORTIZATION OF PROPERTY, PLANT AND
EQUIPMENT F-16
IX - BONDS, MORTGAGES AND SIMILAR DEBT . F-17
XII - RESERVES F-18
XIII - CAPITAL SHARES F-19
XIV - WARRANTS OR RIGHTS F-20
XVI - SUPPLEMENTARY PROFIT AND LOSS INFORMATION F-21

Schedules I, II, IV, VII, VIII, X, XI, XV and XVII are omitted as
either not applicable or not required.

The individual financial statements of the company are omitted because
consolidated financial statements:are filed and because the Reglstrant
is primarily an operating company and all subsidiaries included in
the consolidated financial statements are totally-held subsidiaries.
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AUDITORS' REPORT

Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance sheet of Golconda
Corporation and Subsidiaries as of November 30, 1970, and the related
statements of operations and stockholders' equity for the year then
ended (note 1). Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the accompanying consolidated balance sheet
and statements of operations and stockholders' equity present fairly
the financial position of Golconda Corporation and Subsidiaries as of
.November 30, 1970, and the results of operations for the year then
ended, in conformity with generally accepted accounting principles
applied on a consistent basis.

We have also examined the supporting schedules included in
this report, and in our opinion these schedules present fairly the

information required to be set forth therein.

T
ALEXANDER éRANT & COMPA

Certified Public Accountants

Chicago, Illinois
January 18, 1971 -
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Golconda Corporation and Subsidiaries
CONSOLIDATED BALANCE SHEET

November 30, 1970

ASSETS

CURRENT ASSETS

Cash $ 1,583,454
Marketable securities - at cost plus

accrued interest, which approximates

market 1,061,310
Notes and accounts receivable, less allow-

ance for uncollectible receivables of

$53,000 (Schedule XII) ' 8,883,940
Inventories (note 2) 12,914,944
Prepaid expenses and sundry deposits 140,957

Total current assets 24,584,605

INVESTMENTS - AT COST (approximate market
- $19,824,995) (note 3 and Schedule III) 4,925,848

PROPERTY, PLANT AND EQUIPMENT - AT COST
(less accumulated amortization, depletion
and depreciation of $8,735,008) (note 4
and Schedules V and VI) 6,018,026

OTHER ASSETS
Excess of cost over underlying equity of
net assets acquired (not subject to

amortization) $4,374,476
Notes receivable, less current portion
of $413,678 1,081,322
Deferred debt expense - net of amortization
on the bonds outstanding method 852,867
Cash surrender value of life insurance 256,189
Sundry 153,551 6,718,405

$42,246,884

=mEsmosas=a

~

The accompanying notes are an integral part of this statement.
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Golconda Corporation and Subsidiaries
CONSOLIDATED BALANCE SHEET

November 30, 1970

LIABILITIES
CURRENT LIABILITIES :
Current maturities of long-term debt $ 602,936
Notes payable - bank (note 3) 2,330,000
Accounts payable 2,392,848
Dividends payable 210,031
Income taxes 191,017
Accrued liabilities 1,276,241
Total current liabilities 7,003,073
LONG-TERM DEBT (note 5 and Schedule IX) . 13,320,533
DEFERRED LIABILITIES 530,367
COMMITMENTS AND CONTINGENCIES (note 6) -
STOCKHOLDERS' EQUITY (notes 8 and 9 and
Schedules XIII and XIV)
Capital
Preferred $ 449,856
Common 769,217
Additional contributed capital 6,532,185
Retained earnings 14,127,253
21,878,511
Less treasury stock - at cost 485,600 21,392,911
$42,246,884
LS 000170
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Golconda Corporation and Subsidiaries
CONSOLIDATED STATEMENT OF OPERATIONS

Year ended November 30, 1970

Net sales $45,864,833
Cost of goods sold 35,498,737
Gross profit 10,366,096
Selling, general and administrative
expenses 7.613,342
Operating profit from manufacturing
operations 2,752,754

Investment revenues - net (note 3 and
Schedule III)

22,015

Operating profit 2,774,769
Other income (deductions)
Interest expense $(1,158,292)
Sundry - net 150,303 (1,007,989)
Earnings before income taxes
and extraordinary items 1,766,780
Income taxes (principally Federal) 835,000
Earnings before extraordinary item 931,780

Extraordinary item
Loss on discontinued operation and liquida-
tion of the Paris, Illinois division, net

of Federal income tax credit of $1,032,000 995,187
NET LOSS ' $ (63,407)

Earnings (loss) per common share (note 10)

Earnings before extraordinary item $ .17
Extraordinary item (,.36)
Net loss $(.19)

The accompanying notes are an integral part of this statement.
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Golconda Corporation and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
November 30, 1970

NOTE 1 - PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of
Golconda Corporation, formerly Golconda Mining Corporation, and its
wholly-owned subsidiaries. Effective September 15, 1970, the company
acquired all of the outstanding stock of Astro Controls, Inc., and
has accounted for the transaction on a pooling-of-interests basis.

The company, which previously reported on a calendar year, adopted

a November 30 fiscal year end. Accordingly, the statement of opera-
tions includes the results of operations of Golconda Corporation for
the eleven months ended November 30, 1970, combined with those of
Astro Controls, Inc. for the twelve months then ended. Operations
of Golconda Corporation for the month of December 1969 excluded from
the statement of operations were insignificant.

The company's equity in net assets of consolidated subsidiaries
exceeded its investment by $61,220 at November 30, 1970. This amount
represents undistributed net earnings of subsidiaries since dates of
acquisition or organization and is included in retained earnings.

NOTE 2 - INVENTORIES

Inventories used in the computation of cost of goods sold are as
follows:
November 30,

_ 1970 1969
Finished goods ' $ 8,299,521 $10,764,921
Work in process 2,457,057 2,603,716
Raw materials and supplies 2,158,366 2,423,027

$12,914,944 $15,791,664

Inventories are stated at the lower of cost (determined by the first-
in, first-out method) or market.

NOTE 3 - INVESTMENTS

At November 30, 1970, 594,850 shares of Hecla Mining Company stock
are pledged as collateral under notes payable to banks. During the
year, the company entered into an agreement with the Hecla Mining
Company which restricts the sale of Hecla stock to certain amounts
during a period ending August 15, 1972.

Investment revenues are comprised as follows:

Net investment loss

Income - principally dividends $ 12?.139
Expenses - including interest of $198,206(a) 343,066
©(213,927)

Net realized gain on investments
Aggregate sales price , 462,057
Cost . 226,115

235,942
Investment revenues - net $ 22,015

(a) During 1970, the company, for financial reporting purposes
only, expensed interest on certain debt in the amount of
$108,389. In 1969, interest on this debt in the amount of

3,0 S italized as cost of investments.
$7 00 was capita (s 000173
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Golconda Corporation and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 3 - INVESTMENTS - Continued

Alice Consolidated Mines, Inc. owns 1,109 acres of mining properties.
Hecla Mining Company and Alice Consolidated Mines, Inc. are engaged

in an exploration and development program to be conducted by-Hecla on
this property. The company has a 20 per cent participation in the
preproduction costs for the exploration and development program. The
company's expenditures are expected to amount to $500,000 over a
five-year period, commencing in 1972. The company will receive 20 per
cent of the net profits, if any, until such preproduction costs have
been recovered, and 10 per cent thereafter.

NOTE 4 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at November 30, 1970 is comprised as
follows:

Buildings and improvements $ 3,397,315
Machinery, equipment and tools 9,454,529
Office furniture and fixtures 624,930
Mining properties 631,505
: 14,108,279

Accumulated depreciation and amortization 8,735,008
5,373,271

Land 644,755
$ 6,018,026

SmsEmoomsa=sD

Depreciation and amortization of $867,949, computed primarily on the
straight-line method, is provided for in amounts sufficient to relate
the cost of depreciable assets to operations over their estimated
service lives, The estimated service lives and methods used in
determining depreciation are as follows:

Service Method of
Description lives depreciation
' Buildings and improvements 8 to 50 years Straight-1line
Machinery and equipment 5 to 20 years Straight-line and
double declining-
_ balance
Furniture and fixtures 8 to 20 years Straight-line
Automobiles and aircraft 3 to 6 years Principally double
declining-balance ~
Land improvements 20 years Straight-1line

Leasehold improvements Life of asset Straight-line
or term of .
lease, which-
ever is
shorter

Maintenance and repairs are charged to operations as incurred.
Betterments and major renewals are capitalized. Upon sale or disposi-
tion of properties, the asset account is relieved of the cogt gnd the
accumulated depreciation account is charged with the depreciation
taken prior to the sale with any resultant gain or loss reflected in
earnings.

LS 000174
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Golconda Corporation and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 5 - LONG-TERM DEBT

Long-term debt at November 30, 1970 is comprised of the following:

Note payable to bank at an interest rate of 1/2%

above the prime rate, principal payments of

$100,000 due quarterly, beginning May 1, 1971,

final payment due August 1, 1975 $ 2,000,000

7% subordinated notes to insurance companies
payable in semiannual sinking fund payments
of $250,000, commencing July 15, 1971, final
payment due January 15, 1979 4,000,000

7% convertible subordinated debentures due
January 1, 1990 S 4,952,000

10% first mortgage note payable in monthly
installments of $28,975 including interest,
final payment due April 1, 1990 2,971,469

13,923,469

602,936

$13,320,533

Less current maturities

The 7% subordinated notes to insurance companies and the 7% convert-
ible subordinated debenture agreements contain certain covenants,
the most restrictive of which provide, among other things, that the
company:

Will maintain consolidated net working capital of $10,000,000
and consolidated net worth, as defined, of $10,000,000. At
November 30, 1970, consolidated net working capital and consoli-
dated net worth, as defined, were $17,366,776 and $15,594,318,
respectively.

Will not pay cash dividends or acquire for cash any shares of its
stock in excess of 50% of cumulative consolidated net income, as
defined, after December 31, 1968. At November 30, 1970, retained
earnings in the amount of $156,093 were free of such restrictions.
The current annual cash dividend requirement on the cumulative
convertible preferred stock outstanding is $449,856. No dividends
were in arrears at November 30, 1970. ~

Will not incur unsecured bank indebtedness due within one year in
excess of $3,000,000 and for a period of 60 consecutive days

_during each calendar year, the company shall not have any such
unsecured indebtedness outstanding.

Will not incur secured indebtedness in excess of $2,000,000.

Will hot incur obligations under long-term leases as def?ned in
excess of $150,000 per year. The current annual obligation under
such leases is $130,000.

All covenants were either complied with or expressly waived.
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Golconda Corporation and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 5 -~ LONG-TERM DEBT - Continued

In connection with loan agreements, the company has issued warrants
entitling the holders thereof to purchase, at prices from $14.51 to
$20.00, up to 410,592 shares of the company's common stock. -These
warrants expire at various dates through January 15, 1979.

The trust indenture underlying the convertible subordinated deben-
tures provides, among other things, that the debentures are redeem-
able at the company's option at prices ranging from 107% in 1970 to
100% in 1984; that annual sinking fund payments of $325,000 are
required beginning in 1976; that the company has an option to make
additional annual payments of $325,000 beginning in 1975 and, that
the debentures are convertible into shares of common stock at a
conversion price of $10.67 per share (subject to antidilution
provisions).

The aggregate amounts of long-term debt maturity in each of the five
years subsequent to November 30, 1970 are as follows:

1971 $ 602,936
1972 958,479
1973 964,602
1974 971,367
1975 1,078,840

NOTE 6 - COMMITMENTS AND CONTINGENT LIABILITIES

Federal income tax returns of the company (formerly Golconda Mining
Corporation) for the years 1962 through 1966 were examined by the
Internal Revenue Service and an additional tax of $276,571 was
proposed., A petition was filed with the Tax Court and the hearing
was concluded during the year, however no decision has been rendered.
It is the opinion of counsel that there is no deficiency owed by the
company. In addition, the company's (formerly Golconda Mining
Corporation) Federal income tax returns for the years 1967 through
1969 were examined and the Internal Revenue Service proposed tax
deficiencies amounting to $70,170. The ultimate liability, if any,
for such deficiencies, is presently undeterminable.

NOTE 7 - EMPLOYEE BENEFIT PLANS

The company has various benefit plans, including pensions, profit -
sharing and executive incentive compensation plans covering a substan-
tial portioh of its employees. Provisions for these plans for the
fiscal year ended November 30, 1970 approximated $640,884. The
pension plaii o for -........-11y all salaried employees and full-time
hourly rated employees of two divisions. Unfunded past service costs
are being funded on a thirty-year basis; current costs are being
funded as accrued. The actuarially computed value of vested penefits
for all plans as of November 30, 1969 (the most recent actuarial
valuation date) exceeded the total of the pension funds by $3,300,000.
The charge to operations for the cost of the pension plans for the
year ended November 30, 1970 was $513,696.

The consolidated statement of operations includes employees' dis-

cretionary bonuses in the amount (net of taxes) of $138,000 or $.05

per share, which were paid in April 1970. Employees' discretionary

bonuses were not paid in 1969. This bonus plan has been discontinued
ired.

and no further payments are require LS 000176
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Golce.nda Corporation and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
November 30, 1970

NOTE 8 - STOCK OPTION PLAN

The company has a qualified stock option plan at November 30, 1970
in which options covering 4,360 shares of cumulative convertible
preferred stock were previously granted but not exercised. The
options were priced at 100% of fair market value at the date.of
grant and may be exercised in whole or in part at any time prior to
five years thereafter. All options were granted in prior years and
no additional options may be granted under the plan. The 4,360
shares under option had a fair market value at date of grant of
$92,539. During the year, no options were exercised, and options
to purchase 3,284 shares were cancelled.

NOTE 9 - CAPITAL STOCK

Preferred stock consists of 1,000,000 authorized shars of $1 par
value of which 449,856 shares are issued and outstanding at
November 30, 1970 and 4,360 shares of the authorized but unissued
preferred shares were reserved under the stock option plan (note 8).

The preferred stock is entitled to a preferential cumulative annual
dividend at a rate of $1 per share. The shares are redeemable at
the option of the company after May 6, 1974 at $37.50 per share plus
unpaid cumulative dividends. The aggregate redemption value at
November 30, 1970 is $16,869,600. The preferred stock has liquida-
tion rights over the common stock in any final distribution and is
entitled to one vote for each share held. No dividends are in
arrears.

The preferred shares are convertible into common shares at the
option of the holder at the rate of one and one-half shares common
stock for each preferred share held. This conversion rate is
subject to antidilution provisions.

Common stock consists of 7,500,000 authorized shares,without par
value, of which 2,786,826 shares are outstanding. At November 30,
1970, 1,556,021 shares of authorized but unissued shares of common
stock have been reserved as follows: 674,784 shares upon conversion
of preferred stock; 464,105 shares upon conversion of the 7% con-
vertible subordinated debentures (note 5); 410,592 shares upon
exercise of warrants for the purchase of common stock (note 5); and
6,540 shares under the stock option plan (note 8).

At November 30, 1970, there are 67,000 shares of common stock held
in treasury.

NOTE 10 - EARNINGS PER SHARE

Earnings per common share are based on the weighted average number
of shares, 2,771,084 outstanding during the period. The dividends
paid on preferred stock of $455,394 during 1970 were deducted in
arriving at earnings available for conmon stock. The effects of
the convertible preferred stock, stock options, warrants and con-
vertible debentures have not been reflected in the computation of
per share data because they are antidilutive.

LS 000177
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Golconda Corporation and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 11 - SALARIES AND EXPENSES

During the year ended November 30, 1970, the aggregate remuneration
paid to directors and officers amounted to $440,000.

Expenses include charges for legal services of Linde, Thomson,

Van Dyke, Fairchild & Langworthy amounting to $75,000 and of Brenner,
Lockwood & O'Neal amounting to $33,000. Travel and other expenses
of $28,000 were also paid to Midland Aircraft Corporation. Certain
officers and directors of the company are members of these firms.

F-13
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Golconda Corporation and Suhsidiaries
SCHEDULE XII - RESERVES

November 30, 1970

Column A Column B Column C Column D Column E .
: Additions
(1) ' -
Balance at Charged to Deductions Balance at
beginning profit and from close of
. Description of period 1loss or income _reserves period

Allowance for uncollect-
ible receivables $49,900 $18,848 $15,748 $53, 000

Column C(2) - None
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Golconda Corporation and Subsidiaries

SCHEDULE XVI - SUPPLEMENTARY PROFIT AND LOSS INFORMATION

November 30,

ltem
Maintenance and repairs
Depreciation and amortization
Taxes other than income taxes
Real estate and personal property

Payroll
Sundry state taxes

Rents and royalties

Column C(1) and C(2) - None.

F-21

1970

Column B Column D
Charged directly to
profit and loss

(69

To cost of
goods sold

(2)
Other Total

$852,148 $ 49,072 $ 901,220
638,718 229,231 867,949
279,501 22,141. 301,642
581,347 136,136 717, 483

1,424 85,683 87,107
862,272 243,960 1,106,232
170,129 258,911 429,040

LS 000186

~ = —-

Golc - CDA dm - 0184



SEC File No, 811-1342

SECURITIES AND EXCHANGE COMMISSION
washington, D. C., 20549

PART I
EDP ATTACHMENT FOR FORM N-1R

EXHIBIT 1 ____

OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended November 30 19 _70

GOLCONDA CORPORATION (FORMERLY GOLCONDA MINING CORPORATION)

e e e i e

(Name of Registrant)
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SEC File No. 811- EOP Closed-End, Pﬂf(I—N‘Rhii
Jtem  Classification:
1.00 @ Size: Value of total GESEtS « « « ¢ v v i vttt ettt e 557&345'031
b. Diversified company - Sec. (b)(1) ... ...crveuutucvsees..(yes or nO) S
c. Mpm.cumyv ............--~o-.....-......(ye‘0tﬂ°) NO
1/ Hase outstending income end capital sharea.
ltem Securities of registrant registered on a national securities exchange:
1.01
Exchange on which registered - check appropriate calumns :
Title of Class:
AMS |NYS [PCS|MSE|CBT|CIN|DSE | BSE|NAT|PBS|PIT|SLS|(SPX|OTHER
Ol common -~ No Par Value X X X X
02
Q3 .
04 h.
05
06
07 g
ltem . . .
1.02{a) 1. If registrant is a diversified company, state whether at the end of each fiscal quarter
at least 75% of the value of its total assets was represented by cash and cash items
(including receivables), Government securities, securities of other investment companies, INAP
and other securities as defined in Section (b)(1)of the Act . . ...c.vv v . .(yes orno) oo
2. If the answer to 1 above is “ao”, state whether any discrepancy was wholly or partly the INAP
result of the acquisition by registrant of any security or other property .......(yes or no) L>*80%
ltem  If registrant is a diversified company, state whether it made any commitment as underwriter,
1.03 immediately following which the amount of its outstanding underwriting commitments, plus
the value of its investments in securities of issuers (other than investment companies) of
which it owned more than 10% of the outstanding voting securities, exceeded 25% of the INAP
valueof its total asSets. . . . ... oo v rns cteessensensaerssasas(yes or no)
Item  a. State whether registrant met the requirements of Subchapter M of the Internal Revenue
1.04 Code during its last taxable year. ... ........... ... 0urirrennnnnnanns (yes or no) NO
b. State whether it intends to do so during its current taxable year ........... (yes or no) | NO
LS 000188
Item  Operating expense and income ratios:
1.05 a. Ratio of operating expenses to total investmentincome . ...ccovuvnnvanenns. E:\\{AP %
b. Ratio of operating expenses t0 average net assets ......... te s e et _i_’:‘?_.:'f
c. Ratioof net income to average NEt asSBetS + . . v v v v vsees v sonsancsonconns LINAP %
Amounts used in computing above ratios: .
d. Total investment inCOme + ¢+« v s oo s scevscesensccasnessossnnsas|S INAP
e. Total operating expenses. .. .......... T P L | It‘fAP
f. Total NELINCOME « ¢ e v v ot oo s e s s s nnsvcsooeosonssnssnssnecsasa S INAP
§ AVEIage Net @8SEtS. . o o v vt o et s vt 0ttt ot eas st et s e s $ 102
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SEC File No.

811. 1342

EDOP Closad-End, Parc I—=NIR!

Item Senior sccurities of registrant and applicable asset coverages: Amount Outstanding,
1.06 Exclucing Troasury
Title of Clns;v Socurities
a. Indebtedness (including bank loans):
1 s 4 ’ 330 ’ 000
B30 58483 rrarted—tores—Payante— s#TUtO,
3 First Mortgage Payable $2'471"
4. Total indebtedness....c.ovvvvvennninricinocnaosrnsans Cereerrenaees cle, 25
S. Percent asset coverage for totol indebtednessY. . o.iuiiiiiiriiinies 535699_
b. Stock (scnior security);
t.Preferred Stock- i $l5,869,600
2. S ;
3. $
4. Total senior securities representing St0CK .. .ovevevrneesannscssans .. |s16,869,600
S. Percent asset coverage for seaior securities representing stockY ...... 188.46 %
1/ List each clase of senior security under the appropriate heeding.
2/ Amount of each class of indebtedness, or total involuntary liquidation preference of sech cless of stock.
¥ :‘ -‘;‘n.;l: ralio (ss @ percentage) for totel lndebtedness, es specified In insuuction 3 to [tem 1.08 of Form N-IR and Section | 8(h)
4/ A single ratio (as epercentage) for total indebtness plus senior securities representing stocik, 8e specified in instruction 2 to
[tem 1.06 of Form N-1R snd Section 18(h) of the Act,
ltem  Sales, repurchases, and redemptions of securities
1.07(a) (totals for fiscal year): No. of shares?
* o prin, gm'r, Not
of debr Consideration
Class:
. {A) (8)
Common Stock:
2 Sales ......iiiiiiiietiii it et eanaans shs. 853,675* s _INAP
b. Repurchases ......c.cvviiieencenncncnansens shs. s LNAP
Preferred Stock:
Co SaleS ...ttt et rar e shs. 449,936* s INAD
d. Repurchases and redemptions ............... shs. s INAP
Debt Securities: )
€. SaAleS. . ittt et s et st S s INAD
f. Repurchases and redemptions ...........ccccieune s s INAP

*Exchanged for Astro Controls stock in merger of 9/15/70

1/ Excluding short-term paper, sinking fund or similer periodic decreeses under terms of governing lastruments, snd payments of

debt at maturity,
2/ Adjusted to reflect any stock dividend or stock split during the year. Uf any, specily date and besis:

LS 000189
ltem o . .
1.07(b) State whether all securities issued by registrant, other than shares issued as stock
dividends or stock splits or through reinvestment of dividends or distributions, were
registered under the Securities Act of 1933 ... ......ciiveiiiiiiinniineinas (yesorno) [ Yes
l{%’;( ) State whether registrant issued any of its securities:
WiAe (1) For services ........ et et e et b e e ettt are e e nteran (yes or no) No
(2) For property other than cash or securities (including securities of which
registrant is the issuer), except as a dividend or distribution to its security N
holders or in connection with a reorganization ..........coivehlL, (yes ot no) ~o
ltem
1.07(d) State whether registrant sold any shares of its common Stock at a price below the current
net asset value (exclusive of any distributing commission or discount), other than as )
permitted by a provision of Section 23(b) of the ACt. ... vrinnrenens «... (yes orno) No
-3
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SEC File No. 811. 1342 EDP Closed-End, Parc [—=NIR | sec

4

. USE
Item D
1.07(e) State whether registrant purchased any securitics of which it was the issuer, other than as No ,
octmitted by a provision of Scction 23(c) of the Act or the rules thereunder ..... (yes or no) a7
Item  Persons owaing of rocord, of known by registrunt dis
1.09(aq) tectly or indirectly to own, control, or hold with power Social
to vote, S% ot more of outstanding voting secunties of Tye 5’;?'5'::’;' *
registrant: 14 . Now Owned
(If individual, state last, first and middle names.) OQwnership Ident. N ne
(A) (8) 033
0t T lLSt Graevstone Associates RB 43-08606161 9.82% N
02
03
04
0s
08
07
08
09
10
11
12
13
14
1S
16
17
1/ Insert 'R’ if record, ''B' il beneficlal, or ‘‘RB'" if record and beneficial.
ltem  Approximate number of holders of record of each class of equity securities: Number
1.10 Title of Class of Holders
(A) (8) Oﬁ
$1.00 Cumulative convertible preferred stock -~ $1.00 par value | 1,662
Common stock - No par value 4,124
7% Convertible subordinated debentures due January 1, 1990 : 762
Warrants expiring August 27, 1971 , 18
Warrants expiring January 15, 1979 4
Options on preferred stock 6
ltem
1.11 (a) State whether registrant had a board of directors more than 60% of the members of which
were investment advisers of, affiliated persons of an investment adviser of, officers or em- 040
ployees of, or regular legal counsel for, the registrant’. .................. “.. (yes or no) No A
(b) State whether 50% or more of the members of the board of directors of registrant were .
tegular brokers for registrant or affiliated persons of any such brokers' ........ (yes or no) NoO .B
(c) State whether S50% or more of the members of the board of directors of registrant were
principal underwriters of securities issued by registrant or affiliated persons of any such N
principal underwriters! . .. ... . . e e n e, (yes ot no) NO .C
(d) State whether 50% or more of the members of the board of directors of registrant wete in- N
vestment bankers or affiliated persons of any investment banker ............. (yes ot no) __° e [
|
(e) State whether a majority of the board of directors of registrant were officers or di- ; \
rectors of any one bank’ ... ... L, (yesorno) 12 | .E
1/ Exce itted b visi e} o . r i I ra Ay nat neviag @
B B R i T I B 5
- LS 000190 _
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SEC File Mo, 811- 1342 EDP Closed-End, Purt I=NIR e
ltem Remuncrotion received by registrant's directors,
1.12 officers und udvisory bourd members (rom the com-
(a)(1) plex:V Total remuncration received by cach of reye s Toral
istrunt’s directors, theee highest puid officers, und P':'i"';n- s.:l:::, onae!
udvisory bourd members, whose remuactution Registrane2/ Number from Complen
exceeded $30,000 from the complex: V ' wl
Name (A) (8) N
(Last) (First) (Middie) [
01 Coen Michael J. ({Chmn.Bd§500-07~4308 39,816
02 Reoen Albert S. Cﬁf}@‘?BdJ 317=-05-9564 73,130
03 Lucas Lawrence N. |VP &Dir|[283-10-9205 72,120
0 neven Robert P. |VP 313-24-5695 46,/08
0o
07
08
09
10
11
12_
13
14
Total ... |s238, 774 62
ltem
1.12 Total remuneration received as a group by all of registraat's directors andofficers 440,465 ,
() (2) fromthe complexe v v it v v eeesorvvoenreanns ce s e e e e . L |$23V, 209 9*_3
ltem
1.12 Total remuneration received as a group by all of registrant’s advisory board members INAP
(a)(3) from the complex!. . ......... et ees sttt e e e v e 3 044
[tem Pension or retirement benefits: Total amount set
1.12(b) aside or accrued during fiscal year by the
complex V for pension or retirement benefits pro- Positions ssoeial D;“t:; _A:mum
posed to be paid to each person named in [tem Re i‘:;'mn?/ N.:;'bi.’z "“:r'u:‘"
1.12(a)(1) above: ¢ 0
Name (A) {8) N
(Last) (First) (Middle)
01 Coen Michael J. Chrnn:th 6,690
02 Xeven Albert S. |cRFBLRA -
03_Lucas Lawrence N. VP&DIR. 23,890
04 Kepen Robert P. VP ~
05
06
07
08 _
09
;‘1’ LS 000191
12
13
14
Total... 53_0'_5.8L_— (}'_6
Notes to [tems 1.12(aX1) through 1.12(b):
1/ The *complex” consists of registrant end companies and (irms related to registrent as specified in clauses (i) thraugh (v) of
paragraph (a) of ltem i.12 of ’om N-iR. The detsils with respect to the remuneration received {rom sach member ol the
complen shail be inciuded in the answers to [tem 1.1 of Form N-1R. .
1/ Indicste pesitions by the (ollowing symbois: D-director; O-officer; A-~advisory bosrd member.

5
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SEC File No, 811 1342 E.. Closed-End, Parc I=NIR
ltem Remunceralion ia excess of ”0.000 reccived
1.13 from repistrant and its subsidiuties by certuin
other affiliuted persons of registrant (or Sacial Sec Capacities in
affiliated persons thercof) or of its investment or RS E!lp.l. Which Services Aggregate
adviger of principal underwriter, as specified ident, Ne. Were Rendered Remuneratien

in [tem 1.13 of Form N-IR:

If individual, state last,
first and middle names
{A) (8) {C)

S
01 1 inde,Thomson,VanDyke,Fairchild §44-0658478 |Legal Fees&Exp| 74,689

Langworthy
02 Brenner,Lockwood & O'Neal 44-0640008 |Legal Fees&Exp| 33,061
03
04
0s
06
07
08
1/ Eszclude information furnished in the answers to [tems 1.12(a), 1.18(aX4) and 1.33(c).
ltem Employees of registrant and of any company Closs of Employees:
1.15 furnishing services at cost (Section Exec. and Research All Other Employses
2(a)(19)(iii) of the Act) to registrant: Number of: Number of:
Full-time Part-time Pull-time Port-time
A (B) o !l C4) = (D)
(1) Ofregistrant .. ........cvcuvevennnn. 11 2 ’ -
(2) Of a Sec. 2a)(19)(iii) type company... | INAP INAP INAP INAP
(a) State name of Company: o
Golconda_Corporation(Formerly Golconda Mining Corp.
Item Custody of securities and similar investments; depositories:
1.16 o. Name of custodian: V¥

Type of custody: (check one)

be Bank =Sec. 17(0(1) ¢ ¢ et v it ittt nvennnnsoonsonssnonosneas
¢. Member Nat'l Secs. Exch. ~Rule 17f-1 . . v et v vvnvasnnensnnnns
d. Registrant ~ Rule 17£-2........ Gt reetessse e s e seesne | X

If registrant is custodian, name the depository:
e. Idaho First National Bank

LS 000192

I/ lasert in this space the name of the benk, exchange member, or reglstrant, in eccordance with the type of custody checked beiow.

Item Amount and type of fidelity bond(s):

1.17 a. Total amount. ..s v s. e tiie et et esere.. |$.50,000
b. Type(blaﬂkgtofindividual)oo ........ ® 6 5 0 0 0 s e s e s e e eaen e e Blanket
. State whether in effect the entire fiscal year ........... .(yes orno) Yes
4
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SEC File No.

ltem

1.18
(a) (3)-1

Investment advisory contract: Fee rate (annualized) under registrant’s advisory contruct, as percent of

aet assct value: V. Yoluo of Raogistrant’'s
Not Assots and Foe Rate:
Net Assors Annval Fee
{in millions) Rare
Tep: (A) (8)
1. First e s e e e e e st et PP £ { INAP v _INAP =
2. Ofnextecsoase s e sttt e e . -
3. Ofnext.eoecessonscoasoneensane
A, Of X e o s oo v s vt st snseronsrssassnsona cee e
S OfREXt. s oo oot s otssosnanssacsons et s e e e
6. OfneXtesososeseosessstsascaanssns s e et e
7. Ofnexte.ocooen C et e
8. Ofnextev.coesos C ittt e s e c et et ecsaen e
9. Ofnexteoe.suoo. c et eaen N e e cesnns
10, Ofnexte v e v veens et e e
11, OfnexXteccoersvrnseseotocasossossassos ceeseva s
12, OfneXte oo vttt ttenrssesesasesasssssssanasens
13, OffeXte e s v ot otsoeoanonsnanssosse et e neens
14, OVere v o v e v v it s e st s o sensressssssssssssscnnne

1/ lf registrant hes more than one investmen: adviser, set forth la the table the fee rate paid to the adviser receiving the largest
{ee {rom registrant. State by footnote the name of such adviser and, with respect to the other adviser, the name, the basis and
amount of the lee peid to it, and by whoa such (ee is paid.

v !l’l.{n is dased wholly or partly on the performance of registrsnt, do not fill in this item, but 90 Indicate In [tem 1.18(s)(3)-3
ow,

3/ I u single rate is cherged, insert “no limit® (or the amount In this space. Uf graduated fee retes are charged, insert the figures
la successive spaces, and in the spaces opposite the step numbered 14, Lasert the (inal step amount and rere. Add additional
spaces U more are required.

ltem

1.18 Percent of net asset value limit in advisory contract on total annual expenges of INAD %
(c)(3)_2regxstrant...-......-...................-..... ------ e e v e o000 0 lummemeitds 0
Item

1.18 State whether advisory fee paid by registrant is based wholly or part.ly on the perfomance INAP
(q)(3)3ofregxstnnt...................... ........ cesesssaseeess (yes ornog) | .

ltem

1.18 State whether advisory fee paid by registrant is determined on a basis other than a percent .

(a) (3)-4 of net assets or the performance of registrant . « . . 4« .« cececeeneeccee (yesorno) [ _INAP
Item LS 000193

1.18 .

(a) (4) Dollar amount of advisory fees paid by registrant . . ...v.o.vn.. .. .. .S INAP
Item Total dollar amount of advisory fees received by registrant’s adviser, or by any

1.18(b) affiliated adviser thereof, from any associated registered investment companies¥ ... § INAP

1/ ®Associated registersd investment . osea of this its 4 temm 1.11 { Form
Nl “.“1“‘ v ins u: 3::::%:: l‘f' gurp o is delined in instructica 4 to Ite (a) of Fo

7
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SEC File N, §11. 2342 ECP Closed-2ad, Part I=NIR s8¢
ltem a. If during the fiscal year registrant entered into an investment advisory contract, state 0
1.19 whether the action was by the vote of a majority of the outstanding voting securities of I 2=

L L T T | S T L R R LR TR R (yes or no) __E_A_P__. LA
b. If during the fiscal year registrant was a party t0 an investment advisory contract which
was in effect for a period of moce than two years from the date of its execution, state
whether action was taken to renew such contrac€t ..............covevvinnnans (yesorno) | _INAP | .8
¢. 1f during the fiscal year registrant tenewed an investment advisory contract, state
whether such action was by either the vote of a majority of the outstanding voting se-
curities of registrant ar by the board of directors) in either case within a period of not mare
than two years from the date of execution of the contract or not more than one year from the
eifective date of the previous renewal of the contract ........cccvuene vevves.. (yesorno) [_INAE | ..C
1/ lncluding a majority of the directors who wers not Derties to the contrest or effiliated persons of the invesunent adviser or of the
registrent (eacept solely in their positions as directors of registrant).
Item  Personnel of investment adviser (other than directors, officers, partners oz Numbar of:
1.21 proprietors): Fulletime Part-time
A 8)
Class of personnel: (a) (
a. Executives..........c.ovnvnnes Ceeereerieencariinaaas .. | INAP INAP 73
b. Economists, statisticians, and reseacch................. . INAP INAP 073
¢. Account supervisars and counsellors ............0000eenns 1INAP INAP 0n
d. Allotherpersonnel.........ccvvnvenuernineesnnenesnsons 1NAY 1NAP 078
{tem Services which were supplied or paid for wholly or in substantial part by {yes or no)
1.22 investment adviser in coanection with investment advisory contract:
078
a. Occupancy andofficerental ............c.c0veeeininnnnn. eenesnanine INAP 1A
b. Clerical and BOOKKEEPIRR. - . - . vvvunereeerereerenreneersseenaeennnennens ANAP 18
C. ACCOUNLING SBIVICES . ... .u.vuuirriiriereaeneserocsssosotareansaaansssss _INAP ] .C
d. Auditing SerViCeS ... ... .....c0tirreererernonncenonrernesonenasansnsnn INAP ..0
L -2 T U £ _INAP | E
f. Registration and filing fees ......... ... ... vieviiietrnennenniiennanns INAP F
g Stationery, supplies and printing ............. e seristaeeereeteancsesaas _INAP_ )
k. Salaries and compensation of registrant’s directors ................ e INAP | .H
i. Salaries and compensation of registrant’s officers ............ eeeeneeeas _INAP | |
jo Reports toghareholders............coiiviieinnenenennersn eredeeneran INAP
k. Determination of net asset values ............000iveenvtnonerenaneennnn, INAP ..K
l. Trading department............c...e... veesene e rereseteniatetaananeas INAP | L
Other (specify):
m. INAP W
n. INAP N
LS 000194
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-sec Pite No. 811- 1342 EL Closed-c2d, Pare [—NIR ;3£

USE
Item a. Stacc whether registrant paid any continuing fce s 3 percent of net assets
1.23 to any person for services,” otherwise than pursuant to an investment YES -
AdVISOFY COMLIACE . .0 v vsnnsmennunenaneroretosesunueurassssonseans (yes or no) u)
If answer i8 “‘yes’’ state: H.F. Ma n
b. To whom the continuing fee was paid: gnuson & Company Qaa_l
3 lationship of igient tQ registrant or its investment edviser:
¢ Relatt 0o Prﬁ%&linc g\céountant serviges
d. Nature of services: Accounting,general office services & stock transfer
e. Dollar amount of compensation paid. ........ .. ...ttt S 5_6_L3_Z§___ 082
f. Continuing fee rate (anaualized) as percent of net asset value: Volue of Registront’s
Net Assets and Foo Rate:
Net Assars Annual Fee
Step: (in millions) Rate
' (A) (8)
Lo Fifste. . oouiueieniennnnns e TN 5 v Y REF
2, Ofnext,.... et ee st receseteteaatetaraets ettt asaarase .o :-;‘
3. Ofnext....ccocvinrainnnrcnrsnnes i e erieseraesasinans J_-E
4, Ofnext.....cocenvernnnonns et eiiateeseeserrtacsnenna ,'—:
S. Ofnext.....c.onvvvvnnvenns Cherecteceresaans Ceeierenne e2d
6. Offext.....coovovennnnnnns Ceereetriieetsasanans Ceveans :_;
2 T 3T PP ‘_"..:
8. OfmeXt....veeecserascvesosnaossonosionnsanae Ceeseeenes e‘_d
9. Ofnext............... e Cat
10, Of NeXt. .o, vriesnrenesenrsaceentnsososanessssone &;g
11. Ofnext........... S eecesestanae bttt ettt aasenasasaoene vl
12. Of BEXE..uueernnnenneiennenseronsernnresnaeses ceeenn Gy
13. Of next......... e ass
14. Over .. ..vivvvivennens Ceeereireatratatstecertasarsnens 0ss
LS 000195
1/ Except services specified in the insauction to [tem 1.23 of Form N-1IR.
2/ Ul s single rate I8 charged, insert "*no limit’® for the in thie sp It grad d {ee rates are charged, insert the figures
in successive spaces, and In the spaces 9pposits the step numbered 14, insert the (Qnal step amount and rete. Add additional
spaces il more are required.
{tem
1.24 State whether registrant reported in Item 1.24 of its annual report on Form N-1R for the
fiscal year that any person (other than its investment adviser or other persons of the
_character apecified in [tem 1.24 of the form and the instructions thereto) regularly fumished No
investment advice to registraat or to its investment adviser................. (yes or no) : o7
(tem Latest: Preceding: Earliest:
.25 Portfolio tumover for last three fiscal 19.20 1969 1968
years:
(a) Total portfolio turnover: (A) (8) (e) - 3
1. Purchases s - |si1,008,342 s__4682,125 |ud
2. Sales [ 462,057 [3 48,626 s 350,623 L__
3. Monthly avg. value of portfolio secs. |$21,085,21]1 |$22,561,727 [$27,034,662 .
4. Percent tumover ' _ 2.19 = .21% 1.25% ...
(b) Common equity portfolio turnover:
1. Purchases 3 - §_1,008,342 |s__482,125 |2
2. Sales s 462,057 s 48,626 |s 335,623 33
3. Moathly avg. value of portfoliosecs. (5 21,085,211 [$22. 561,727 (527.094 662 _ | i
4. Percent turnover 2.19 . « .21 .29 % | KS

Golc - CDA dm - 0193



gi1. 1342

EL. Closed-End, Parc I—NIR e

SEC File No,
ltem
1.26 (a) Postfolio trading transactions; borrowing: State whether registrant engoged in any 165
. of the following types of transactions during the fiscal year: (ye3 or ne) =
1. Margin purchases...... ettt Ceeeren, e reeaneeeeteaaaas ‘;']0 A
2. Short selling ..... e eeneae et et ieebeeetettt e raaaae x g .B
3, Jointtrading.......00veenenretiaiiiiiennes i teiisreeet et taerraaaans e .C
4. Option tradiftg ........0o0eevceruennunrarssnnsassenanas Ceiressnetateaaas . G .0
S. Option WrHting .. .....cecveeereinrioreanaunons Ceteiesan Cerereaeeieeiaaae Y;S .E
6. Borrowing of money....... C ettt eteiereaet ettt e seveaasnns eeaaaes .F
(b) State whether the transactions, if any, reported in the answer to (a) above were
permitted by registrant’s policies as recited in its registration statement and reports
filod under the ACl: o iiiiiiueiiieeotoneneantioesssnsoraseetssossssseersansns Yes .Gl
ltem Yalye in Rostricred Porcant of Toral
].27(5) . Securitios: Not Assats:
Value of total net agsets invested in ‘‘restricted securities’’, (A} (8)
other than straight debt securities, at end of the -
fiscal year ..... ..ottt i $_2,584.812 .13 = | o7
ltem .
1.28 State whether registrant followed a practice of purchasing portfolio securities shortly No
prior to the ex-dividend dates................otvvrrtneetrneensennnans (yes ot no) 63
ltem
1.29(b) State whether registrant distributed capital gains distributions on other than an annual AP )
T PP (yes or no) INA 1ts
Item _
1.30 State whether definitive proxy material was filed with the Commission with respect to
all solicitations of shareholders of registrant by or in behalf of the management of
registrant o its investment adviser. ... ...0iiiiiiiiiiiiinaiaas ceeee. (yes or no) Yes 1o
Item
1.31  Considerations which affected the participations of brokers or dealers in commissions
or other compensation paid on portfolio transactions of registraat: (yes or no) i
a. Sales of registrant’s Shares .. .............ciiitiunnrnnercnrnrnennncnanes I:\:'}P A
b. Receipt of investment research and statistical information................... LAz .8
c. Receipt of quotations for portfolio valuation® .. .......veveeenernrnrnnencns. INAD .C
~ d. Ability to execute portfolio transactions efficiently and at best prices ........ INAD .0
e. Receipt of telephone line and wire services...........covvvveerrereeonnnnn. INAP .E
f. Affiliated relationship of broker or dealer. ... ....coiverierrnsarneennns INAP ..F
g Arrangement to return or credit part or all of commissions or
equivalent, or profits thereoa:
1. To investment adviser or aa affiliated person
thereof . .....ceoviiiiiiiiiiiiiionctiiinnennnnns Ceereareetiienas INAP G(
2, TO TRESLIAAL vuvvrnevnrnnnrvnrenoervnneneace senensacnnsesensnens INAP .H
Other (specify):
h. INAP .
i INAP .
LS 000196
1/ Wih registram:, its invesument adviser, or an sffilisted perscn of sither of them.
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.sec File No. 811. 1342

ED? Closed-Ead, Parc I—NiR' 3‘;!;.

S~ ltem

1.32 person who owns of rccond or is known by rogistrant to own beneficial!y 5% or more of the outstandin
(a)&(b) ing securitics, and ecach partner, of registrant or of its investment advisor, had in the {iems spccified

Dircet or indirect interest which each ditcctor, oificer, member of any advisory board or committce, and any }

F, vot-

Name of investment adviser in which interest
was held: ¥

IRS Empl,
Ident. No. or
Soc. Sec. Ne,

(A)

If security helder,

indicate:

If partner,
chacks

Holder of more
then 25% of

(8)

Hoider of 25%
or lons of

sny classV any closs

(C) (D)

Moldor
of ] of 4
lorgast
interests

Other
(E)

Name(s) of holder of interest and relationship
to registrant or its investment adviser:

01 INAP

INAPPLICABLE

02

03

04

0s

06

07

08

09

10

11

12

13

14

15

16

17

18

19

20

LS 000197

1 See next page for notes.

u
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-SEC File No. 811-

tem

1.32

(0)8.(b) continued

if security hoider, indicate: e :;.';';"'
. HMolder
Broker or dealer named in Item 2.17(b) or 2.18, IRS Empl, """’:‘"2" more | Holder of 2‘5’ of 1 of ¢
in which interest was held, ¥ holder of such ddant, Moo o “:"‘ l:.‘.:’ or ':":"‘ Jorgent | e
interest and holder’s relationship to registrant * . ony ereats
or its investment adviser: (A) (8) {) (0 (E)

Item 1.32'a) and (b) notes:

INAP INAPPLICABLE

LS 000198

174
174

3/

4/

For the purpose of this table, *‘interest’’ means cwnership interest (direct or indirect),

Insert name of firm in which Interest wae held under thin caption nnil il interest wes indirect, the name of the firm in which the direct
interest was held and the pertinent relationship. Omit the name of any lirm in which there was no interest.

Insort name of holder of Interest. If holder is an individual, stete iast, first, And Midile Anea, 1ie two lines within & numbared space,
1f noccssary. Insert the (ollowing symbols after the name of the holder, 8s pertinent. 10 'nuients nil npplicoblo rejulionships: Reregistrant:
l-invesiment adviser; D-director; O-o(ficer; A-advisory board member; S-security holder (5% or more of outstanding voting secunties);
P-purtnor. For example, use ‘‘RDO’’ to donote positions with remistrant ss director and of(icer. Omit the names of all persons who owned
na Jdirect of indirect interestl. [f more 8pacs (8 requirad, use an oddilional sheet wiih the seme column headings and ceptic na.
Indicute in the applicable column each claes of security held snd whaother it is @ vallng security, using (001note if more spece is required.
Where e interest owned was thet of & sole proprietorship, this (uct shall De stated.

1342 Er" Closed-End, Part [=NIR sec

12
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SEC File No. 811- 1342 13

(tem Participations of affiliated brokers or dealers v/ among the ten brokers (Item 2.17(b)) which rcccived the
1.32(c) 1a:gest patticipations in brokerage commissions on registrant’s portfolio trunsactions and umong the ten
and (d) brokers ot dealers (Item 2.18) which engaged as principals in the largest amounts of regisirant’s portfolio
transactions, in brokerage commissions ¥ on portiolio trangactions (1) of registrant, and (2) of any
associated registered investment company: ¥ )

Clos22-Tad, Parc I=NIR 3¢

—
—
an

Give-Ups
Name of Affilioted IRS Empl. Received f Paid Net.
3':.::'." D“':'.‘/ Sol‘.‘.;.';.‘r;o. .;.d.\:.n o Ol:\on':' Co;::::..‘ﬂl
{A) (C) (D) (E)
(1) Participating in registrant's broker- H S $ s
age commissions:
01 INAP | INAPPLICABLE
02
03
04
0s
(2) Participating in associated registered
investment company’s brokerage
commissions: ¥
01 INAP INAPPLICABLE
02
03
04
0s

LS 000199

1/ For the purpose of this item, *‘affiliated broker or desler’’ is any broker ar desler of which & director, oflicer, member of any advisory
hoard or advisory commitiee, or any person who owns of record or is known by registrsni 10 own beneficially $ percent or more of
the outstanding voting securities, or any partner, of rocistrant or of its investment adviser, waas en affilisted person.

1/ ¥or the purpase of this item, include as brokeragc commissions the of the comp ation on those principal transactions
(i.a., new (saues and secondery distributions) where (he campensation was (ifed by agreement under the ruics of » nationail
securitiey exchange. or whete the discount or concessian wae specified in the prospecius or [ixed by the terms of 1he ofllering.

3/ ;_Auo;ia\nand registered investmant compeny” {or the purposes of this item is defined in Inswuction & to Item 1.11(s) of

orm N-1R. .

4/ lIndicaie basis of alfilistion (as defined in note | above) of sach levr Dy ¢

$/ lnsert name of associated registered iavestment company under this caption, snd indent names of affilisted brokers or deslers
receiving participations in brokersge commisaions pald by such gompany under the name of the compeny.

6/ At the direction or request of registrant or of the associated registered investment company, as W6 case may be, or of the
investman: sdviser or principal underwriter thereof.

ar otherwise,

d Rk o,
or or

z|".?

ik}
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1/ Closing sale or mean of bid and asked.
1/ Indicsate discount by placing figures in pearenthesaes.

o
LS 000200

3/ State as a percentage of net asset value. If & discount, place the percentage in perentheses.

SEC Filo No. 811. 1342 ) EC Slos2d-Sad, Parc [—=NIX.
ltem  portolio composition: Value of total asgets in- Number of Porcont of
1.39(a) vested in various types of securities: Issves Valve Total Assers

{A) (8) (C)
1. U.S. Government ....covvenrnenrnrncnnees 3 %
2. Short-term debt” (other thaa U.S. Gov't).....
Long-term debt (other than U.S. Gov’t):
3. Noa-convertible............. PU
4, Convertible ......cco0evenvurncocacnns
Preferred stocks: '
S. Non-convertible......oo0viiviennannnne
: 6. Convertible......oviiiiniieeninrnenreen
7. Common StOCKS +v.overorernacirenaonnnnss 15 .| 18,824 995 | 34 .20
8. Options or warrants8Y. .v.veevieerenennennns
9. Other SeCUrities .......ocoevvvenveccncans
-10. Cashandother assets ........covvvuvenn.. —_— % .._65__29._
11, Total A8SEts ....ooevvveversvnnns.s e | e 100.00%
12. Short positions (all types of sec’s) ........
1/ (esucd by the United States or an insrumentsiity thereol.
2/ Payable on demand or in not exceeding ons yesr {rom date of lesuance of renewal
3/ include eny options or warrants stteched 10 snother security with, and ia the cetegory of, such other sccurity.

ltem Five industries of hcaviest concentration in co:x;mon stocks: Value of Common Stock | Porcent of Volue

1-39(5) investments in Each of Total Assets
Name of Industry
(A) (B)
$
01 Mining 19,824,995 100.00 %
02
03
04
0s
ltem Five largest common stock holdings in individual companies: Yalue of Percent of Value
]-39(:) Investment of Total Assers
Name of Company (A) (8!
91 Hecla Mining Company $16,367,468 28.64 %
02 plice Consolidated Mines, Inc. 2,584,812 4,52
03 Granduc Mines, Ltd. 326,400 0.57
04 square Deal Mining & Milling Co. Ltd. 209,466 0.37
05 LaLuz Mines, Ltd. 20,900 0.04
Item  Market discount or premium from aet asset value of outstanding End of Piscal Yaear:
1.39(d) common stock:
Common Stock (per share): Lotest Precading
Fiscal 19___ Fiscal 19
(A) (8)

1. Net asset value per Share ........cveeuveenenenrnsnnnnns S.__INAP s INAP

2. Market pricet ... ... vttt e, O | 1 S

3. Market discount { ¥ orpremium .........c.c00ru.nnn. eeee IS s

4. Percent market discount { ) or premium Y, %y

14
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SEC File No, 811-1342 EXHIBIT 1 ___

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

PART 1

EDP ATTACHMENT FOR FORM N-1R
OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended November 30 19 70

GOLCONDA CORPORATION (FORMERLY GOLCONDA MINING CORPORATION)
(Name of Registrant)

LS 000187

e e e+ e —m . —

(3) Interest savings resultin

proceeds of options andg from assumed retirement of debt from

warrants in excess of 20% rule.

LS 000201
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SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 20549

FORM N=-1R

PART II

REGISTRANT REQUESTS NONPUBLIC CLASSIFICATION
FOR THIS PART II OF FORM N-1R

FOR FISCAL YEAR ENDED NOVEMBER 30, 1970

GOLCONDA CORPORATION
‘(formerly Golconda Mining Corporation)
(Name of Registrant)

_ 82-0122540
TIRS Employers' Identification Number)

8550 West Bryn Mawr Avenue, Chicago, Illinois 60631

(Acdress of Principal Executive Office of Registrant)

Ls 000202
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GOLCOM™3 CCORPORATION
(form. ly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART II
TABLE OF CONTLNTS
Facing Sheet PART IT
Item No. _ Pagc No.
2.01 Attendance of Directors and Members of 1
Advisory Board of Registrant at Formal
Meetings.
2.02 Purchase and Sale Transactions Within 1
Six~Month Period.
2.03 Procedures with Respect to Stated Policies. 1
2.04 Purchase of Securities During Underwriting 1
" by Affiliated Principal Underwriter.
2.05 Purchase of Securities of or Other Interest 2

in Investment Company, Investment Adviser,
Broker, Dealer, Underwriter, or Insurance

Company.

2,06 Vacancies in Board of Directors of Registrant; 2
Percent of Board Elected by Security Holders.

2.07 Transactions Between Registrant or Controlled 2
Company and Affiliated or Certain Other
Persons.

2.08 Transactions Between Registrant and Certain 2

Affiliated Persons of Directors or Officers
of Investment Adviser or Principal Underwriter.

2.09 Remuneration of Certain Affiliated Persons 2
Acting as Agent in Property Transactions
or as Broker in Securities Transactions.

2.10 Deposit of Funds in Banks Other Than ' 2

Custodian Banks.
2.11 Fidelity Bond. 3
2.12 Disposition of "Restricted Securities" Other 3
Than Straight Debt Securities.
2.13 Dividends or Distributions Requiring Written 3
Statement to Stockholders of Registrant.
2.14 Cross-Ownership and Circular Owne:rship. . 3
2,15 Periodic Calculation of Current Net Asset 3

- Value Per Share of Registrant's Outstanding
Capital Stock.

2.16 Selection and Ratification of Accountants and 3

Agditors; Preparation of Financial Statements
Filed with Commissiomn.

2,17 Total Brokerage Commissions Paid on Portfolio 4

Trangaqtions of Registrant; Ten Largest
.Participating Brokers in Commissions Paid.

LS 000203
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COLCOCNDA CGIPCRATION
>Srmeriv Go.conda Minin

Corporacion)
FORM N-1RX
PART II
Item No.
2.18 Portfolio Transactions by Registrant with 4
Brokers and Dealers Acting as Principal.
2.19 Portfolio Transactions by Registrant with 4
Brokers or Dealers in Return for Benefits
Provided to Other Persons.
2.20 _ Family Relationships of Certain Affiliated 4
Persons of Registrant.
2.21 Transactions Between Investment Adviser, 4
Principal Underwriter, or Certain Brokers
and Unaffiliated Directors or Officers of
Registrant.
2,22 Indebtedness of Unaffiliated Directors or 4
Officers of Registrant to Investment
2dviser or Principal Underwriter.
2.23 Omitted as applicable only to open-end | 4
through companies.
2.29
Signature 5

Opinion of Independent Public Accountant

Exhibits 1. EDP Attachment for Form N-1lR of Registered
Closed-end Management Investment Company,
for the fiscal year ended November 30, 1970.

LS 000204
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GOLCONDA CCm=PCRATIC..

(form .y Goliconde Mining
worporaticn)

FORM N-1R, November 30, 197g

PART II

Ttem 2.01 Attendance of Directors and Members of Advisorv Board
of Registrant at Formal Mectings.

(1) Formal meetings held by board of directors.

Total Number of

Total Number of Members 1in
Date of Members of Board " Attendance at Mceting
Meeting Affiliated Unaffiiiated Affiliated “Unafrfiliated

March 17, 1970 2
March 24, 1570 2
April 28, 1970 2
May 12, 1970 2
September 4,1970 2
September 16,1970 6
October 16, 1970 6

0o WWN N W
AUTND NN
WD N

(2) Formal meetings of executive committee.

Total Number of

_ Total Number of Members in
Date of Members of Board " Attendance at Meeting
Meeting Affiliated Unaffiliated Affiliated "Unaffiliated
October 16,1970 5 2 5 2
October 28,1970 S 2 5 2
November 11,1970 5 2 5 2
November 24,1970 5 2 5 2

(3) Formal meetings of advisory board.
Not applicable

Item 2.02 Purchase and Sale Transactions Within Six-Month Period.

Not applicable -

Registrant did not purchase any portfolio securities of the
same class of the same issuer which it had sold within a peried
of six months immediately preceding the date of purchase, or
sell any portfolio securities of the same class of the same
issuer which it had purchased within a period of six months
immediately preceding the date of sale.

Item 2.03 Procedures with Respect to Stated Policies (Sections £ (b)
and 13).

The officers and directors of Registrant consistently follcwed
the practice of reviewing investments in mining companies and the
status of liabilities regarding loans in accordance with Registrant's
policies as recited in its Registration Statement.

.Item 2.04 Purchase of Securities During Underwriting by Affiliaced

Principal Underwriter (Section 10(f)).

Not applicable

LS 000205
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GoLconv~N CORPCRATIGN
(forme .y Golconda Mining
Corporation)

FORM N-~1R, November 30, 1970
PART II

Ttem 2.05 ?Purchase of Securities of or Other Interest in Investment
Company. Investment Adviser, Broker, Dealer, Underwritcr
or Insurance Company (Section 12(d)}.

Not applicable

Item 2.06 Vacancies in Board of Directors of Registrant: Pecrcent

or Board Elected by Security Holders (Sections lé6({a)
and 16(b}).

(a) Not applicable

(b) Not applicable

Item 2.07 Transactions Between Registrant or Controlled Company
and Affiliated or Certain Other Persons (Sections 17 (a),
17(b), 17{c) and 21).

(a) The officers of Registrant periodically review the list
of shareholders of Registrant.

(b) Not applicable
(c) Not applicable
{d) Not applicable
(e) = - -

(f) Not applicable

Item 2,08 Transactions Between Registrant and Certain Affiliated
Persons of Directors or Officers of Investment Adviser
"or Principal Underwriter.

Not applicable

Item 2.09 Remuneration of Certain Affiliated Persons Acting as.

Transactions (Section 17(c)).
(a) Not applicable
(b) Not applicable
(c) Not applicable
(d) Not applicable

Item 2.10 Deposit of Funds 'in Banks Other Than Custodian Banks
{Section 17(f)).

(a) Name and Address. " Average Monthly Deposit
Idaho First National Bank,
Wallace, Idaho $ 20,049
First National Bank,
Wallace, Idaho 1,759
First Federal Savings & Loan,
Osburn, Idaho o 1,435
Facific National Bank of Washington,
Spokane, Washington: 208,306
0ld National Bank of Washington,
Spokane, Washington 74,997
The average monthly deposits are those of the Investment Subsidiary
Only - formerly Golcoaua MNining Corporaticn.
(b) Not applicable LS 000206

- 5 / R
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GOLCON" ° CORDPCRATION
(forme. .y Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART II
Item 2.11 Fidelity Bond (Section 17(g)).
(a) Fidelity bond carried by registrant contained substantive

provisions required by Rule 17(g) = 1l(a) under the Act.

(b) Adequacy of fidelity bond was reviewed by Dircctors of
Registrant during fiscal year.

kc)_ (1) Copy of resolution filed with Commission.
(2) Premiums paid to July 12, 1971,
(3) Not applicable.

(d) Not applicable - no claim filed.

(e) Not applicable,

(£) Not applicable.

Item 2.12 Disposition of "Restricted Securities" Other Than
Straight Debt Securities.

(a) Not applicable.
(b) Not applicable.
(c) Not applicable.
(d) Not applicable.
'(e) Not applicable.

Item 2.13 Dividends or Distributions Requiring Written Statement
to Stockholders of Registrant (Section 19).

Not applicable

Item 2.14 Cross-Ownership and Circular Ownership (Sections 20(c)
and 20(d)).

Not applicable

Item 2.15 Periodic Calculation of Current Net Asset Value per Share
of Registrant's Outstanding Capital Stock (Section 22).

Not applicable

Item 2.16 Selection and Ratification of Accountants - and Auditors:
Preparation of Financial Statements Filed with Commission
(Section 32).

(a) Not applicable

(b) Not applicable

LS 000207
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GOLCC % CCRPORATION

(formerly Golconda Mining
Corporation)

FORM N-1R, November 30, 1970

PART II

Ttem 2.17 Total Brokerage Commissions Paid on Portfolio Trapsactions
' of Registrant; Ten Largest Participating Brokers 1in
Commisslon Paid,

(a) $4,524

(b) '
Gross Amounts Amounts
Commissions Received Paid Net
T Received for from Other . To Other <Commissions
Name of Broker © Executions " Brokers Brokers Recceived
Dominick & Dominick $ 1,265 - - $ 1,265
Midland Securities
Co., Inc. 1,958 - - 1,958
Reynolds & Co. 410 - - 410
Bache & Company 891 : - - . 891
.$ 4,524 $ 4,524

Item 2.18 Portfolio Transactions by Registrant with Brokers and Dealers
Acting as Principal.

Name of Broker or Dealer Amount of Amount of
Acting as Principal Purchases Sales
Pennaluna & Company $ 0 $ 63,000

Item 2.19 Portfolio Transactions by Registrant with Brokers or Dealers
in Return for Benefits Provided to Other Persons,

Not applicable

Item 2.20 Family Relationships of Certain Affiliated Persons of
Registrant, ' '

Not applicable
Item 2.21 Transactions Between Investment Adviser, Principal Underwrite
or Certain Brokers and Unaffiliated Directors or Officers
of Registrant.

Not applicable

Item 2,22 Indgbtedness of Unaffiliated Directors or Officers of
Registrant to Investment Adviser or Principal Underwriter.

Not applicable

’
-

Items 2.23 through 2.29 Apply Only to Open-End'Compénies

LS 000208
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SIGNAMTURE

This Part II of the registrant's report on Form N-1R
has boen submitted to cach momber of the board of directors of
the rogiscrant, and, pursuant to the requircments of the
Investmant Company Act of 1940, the undersigned registrant has
caused this Part II to be signed on its behalf in the City ol
Chicago and State of Illinois on thel2th day of May, 1971.

GOLCONDA CORPORATION
(formerly Golconda Mining
Corporation)

. M. Stogin
Vice Presid

Witness: - e ahu:tig;;'

LS 000209
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AUDITORS' REPORT

Board of Dircctor§
Golconda Corporation

we have examined the consolldated balance sheet ol Golcecunda
Corporation and Subsidiaries as of November 30, 1970, and the related
stateoments of operations and stockholders' cquity for the year then '
endad and have rendered our opinion thercon dated Januavry 18, 1971,
We have also examined the answers to the items cenumerated below which
are included in the report of Golconda Corporation filed with the
Securities and Exchange Commission on Form N-1lR for the year ended
November 30, 1970; in connection therewith, we have applied such
supplemental tests and other auditing procedures as we considerea
necessary in the circumstances.

In our opinion, the answers set forth in the following items

present fairly the inrormation they purport to show:

Items 1,03; 1.05; 1.06; 1,07(a),(c); 1.17; 1.18(a)(1),(3),(4);
1,22; 1.25; 1.26(a); 1.29(a);2.02; 2,12 (lettered clauses
(a), (b), (e), (d)); 2.13; 2.15; 2,17(a)(b) (clause (1))
and 2,18,

The answers set forth in the following items are ih accordance

with the minutes of Golconda Corporatinn examined by us: )
Items 1.19; 2.06; and 2.11(b).

The procedures which we applied were not of sufficient scope
to enable us to express an opinion, and we do not expreés an opinion as
to the answers to the following items:

Items 1.13 and 2.05,
However, in connection with our examination, nothing came to our
attention which causes us to believe that the accompanying answers to
such items do not fairly set forth the information they purport to show.

We consent to the use of this report in connection with the
filing of the report of Golconda Corporation with the Securities and
Exchange Commission on Form N-1R.

ALEXANDER GRANT & COMPANY
Certified Public Accountants

NMay 6, 1971
Chicago, Illinois

LS 000210
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GOLCC ) CORPORATION
(formerly Golconda Mining

Corporation)
FORM N=-1R, November 30, 1
PART II
Ttem 2.17 Total Brokerage Commissions Paid on Portfolio Trapsactions
' of Registrant; Ten Largest Participating Brokers 1in
Commission Paid. .
(a) $4,524
(b)
Gross Amounts Amounts
Commissions Received Paid Net
Ct Received for from Other - To Other Commission:
Name of Broker © Executions "~ Brokers Brokers Received
Dominick & Dominick $ 1,265 - - $ 1,265
Midland Securities
Co., Inc. 1,958 - - 1,958
Reynolds & Co. 410 - - 410
Bache & Company 891 - - _ 891
.$ 4,524 S 4,524
ITtem 2.18 Portfolio Transactions by Registrant with Brokers and Deale
Acting as Principal.
Name of Broker or Dealer Amount of Amount of
Acting as Principal Purchases Sales
Pennaluna & Company $0 - $ 63,000
Item 2.19 Portfolio Transactions by Registrant with Brokers or Dealer

in Return for Benefits Provided to Other Persons.

Not applicable

Item 2.20 Family Relationships of Certain Affiliated Persons of
Registrant. '
Not applicable
Item 2,21 Transactions Between Investment Adviser, Principal. Underwri

Item

Of Registrant.

Not applicable

2.22 Indebtedness of Unaffiliated Directors or Officers of

Registrant to Investment Adviser or Principal Underwriter.

Not applicable

Items 2.23 through 2.29 Apply Only to Open-End'Comgénies

LS 000208
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SIGNATURTE

This Part IT of the registrant's report on Form N-1R
has been submittod to cach member of the board of dircctors ol
the rogistrant, and, pursuant to. the requircments of the
Investment Company Act of 1940, the undersigned registrant has
causaed this Part II to be signed on its behalf in the City ol
Chicago and State of Illinois on thel2th day of May, 1971.

GOLCONDA CORPORATION
(formerly Golconda Mining
Corporation)

Witaess: '

LS 000209
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AUDITORS' RLEPORT

Board of Dircctors
Golconda Corporation

woe have examined the consolidated balance sheet ol Golcounda
Corporation and Subsidiaries as of November 30, 1970, and the related
statoments of operations and stockholders' cquity for the year then
ondad and have rendered our opinion thercon dated Januarvy 18, 1971,
We luive uilso examined the answers to the items cnumcerated below which
are included in the report of Golconda Corporation filed with the
Securities and LExchange Commission on Form N-1R for the year ended
November 30, 1970; in connection therewith, we have applied such
supplemental tests and other auditing procedures as we considere&

necessary in the circumstances.

In our opinion, the answers set forth in the following items
present fairly the inrformation they purport to show:

Items 1,03; 1.05; 1.06; 1.07(a),(c); 1.17; 1.18(a)(1l), (3), (4);
1,22; 1,25; 1.26(a); 1.29(a);2.02; 2,12 (lettered clauses
(a),o(b%, (e), (@)); 2.13; 2.15; 2,17(a)(b) (clause (1))
and 2.18.

The answers set forth in the following items are in accordance
with the minutes of Golconda Corporatisn examined by us:
Items 1.19; 2.06; and 2.11(b). |
The procedures which we applied were not of sufficient scope
to enable us to express an opinion, and we do not expreés an opinion as
to the answers to the following items:
Items 1.13 and 2.05.
However, in connection with our examination, nothing came to our
attention which causes us to believe that the accompanying answers to
such items do not fairly set forth the information they purport to show.
We consent to the use of this report in connection with the
filing of the report of Golconda Corporation with the Securities and
Exchange Commission on Form N-1R.

ALEXANDER GRANT & COMPANY
Certified Public Accountaats

May 6, 1971
Chicago, Illinois

LS 000210
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SEC File No. 811-1342 EXHIBIT 1.

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

PART I

EDP ATTACHMENT FOR FORM N-1R
OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended November 30 1470

GOLCONDA CORPORATION
(formerly Golconda Mining Corporation)

(Name of Registrant)

LS 000211
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$EC Filag No. S11.222<

1342 g0 Closal-Zad, 2urt!I=NIR

{tem

2.01(D

Attendunce of directors at tormal meetings:

a. Total numbee of formal meetings held by the bourd of directoes ... vt e Y AU I .

Poereent total attendance of directors at formal mectings of the board of dircctors
(rutiv of the total of the number of dircctors in attendance at the respective mectings
of the board to the total of the numbers of the members of the board at the dautes of
such meetings): -
b. Affiliated directors” ... ... . ....ceieunn. e | 95.45 =
c. Unaffiliated directors™ ......... i en et eeeseesetasera ittt s

1/ Ae defined in the instruction to {tem 2.01 of Form N-IR.

ltem

2.02

_ Portfolio putchage and sale transactions in securities of same class of same isguer within a six-month

period:

a. Totalpurchases.........coivivimininnennnnsnans
b. Total sales.......... et eisetititit e asaas R -
¢, Total purchases andsales ................c.00enn N £
d. Total purchases and sales as percent of monthly average value of portfolio
securities for the fiscal yeal............. e eteeeterieeeeanerearanaa

INAP %

N
e
1/ The monthly svarage value of the totsl portfolio securities shown in ltem 1.25(a)3 above shsall be used in computing this
porcentage.

tem

2.04

Purchase of securities during underwriting by affiliated principal underwriter(Section 10(f)):

State whether registrant reported in [tem 2.04 of its anaual report oa Form N-1R for the fiscal
year any transaction which was not exempted by an order of the Commission or exempted or .
excepted by the provisions of any rule under Section 10(f) of the Act........ ... (yes or no) | NO

ltem

2.05

Purchase of interest in investment company, investment adviser, broker, dealer, underwriter,
ot insurance company (Section 12(d)): State whether registrant reported in Item 2.0S of its
annual report on Form N-1R for the fiscal year any transaction which was not exempted by an
order of the Commission or exempted or excepted by any provision of Section 12(d) of the

Actorany rule thereunder. . ......vuveinnnneennnnnnns et (yesorno)L__NO____

ltem

2.06

(a) If any vacancy in the board of directors of registrant was filled by action of the board,
state whether, immediately after the filling of any such vacancy, at least two-thirds of the
directors then holding office had been elected by the holders of the outstanding voting se-
curities of registrant at an annual or a special meeting ofthe shareholders" ... ... (yes or no) NO

(b) If at any time (during the fiscal year)less than a majority of the directors of registrant

then holdingoffice had been elected by the holders of theoutstanding voting securities of reg-
istrant, state whether a meetingofsuch holders was held within sixty days for the purpose of
electingdirectors tofill any existingvacancies inthe boardof directors”......... (yes or no) ____INAD

LS 000212

I/ The reporting requirements of this item shall not apply to registrant if it is & common law trust existing on the date of enactment
of the Act under an indenture of trust which does not provide for the election of trustees by the shareholders. [f registrant 13
such o trust, it shall checu here .. ccoveversorsasns teescasans Cestecaacsnrrnen teesattcesseactsetrenccrasseiaetats

ltem

2.07

Transacuo.ns between registrant or controiled company and affiliated or certain other per-

sons (Sections 17(a), 17(b), 17(c), and 21): State whether registrant reparted in [tem 2.07 of

its annual report on Form N-1R for the fiscal year any transaction which was not exempted by

an order of the Commission or exempted or excepted by any provision of Section 17 or 21 of -

the Act or any rule theteunder.............. it ninennernnnnnns cvesensess.(yes orno) | ‘\_O__

! cec
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SEC File No, S Ve

Stute whether there was any trunsaction between registrunt and any corpotation or orgunizas

yz’; tion (other than registrant's investment gdviset) which was an affiliated person, known to ve NO
. such by registrant, of uny director or officer of registrant’s investment adviser' (ycs or no)
1/ Other then @ transaction (o¢r which no (nformetion need be given Pursuant to the instructions to jtem 2.08 of Form N-IR,
ltem Remuneration of certain affiliated persons acting as agent in property transactions or as
2.09 broker in securities transactions (Section 17(e)): State whether registrant reported in [tem
2.09 of its annual report on Form N-1R for the fiscal year the payment of any compensation
which was not exempted by an order of the Commission or exempted or excepted by the NO
provisions of any rule under Section 17(e) ofthe AGt . « .. v vev v ees. . (yes 0 00)
{
ltem Name each bank, other than a custodian bank named in Item 1.16(a), in which i Average
2.10(a) regisizant kept deposits, and state the average monthly balance thereof in each Monthiy
during the fiscal year: {RS Empl. Baslance of
Ident. Ne. Deposits
Name of Bank {(A) (3:
S
01  1daho First National Bank 82-6005448 20,045
02 First National Bank of Wallace 82~0174625 1,759
03 First Federal Savings and Loan 82-0109357 1,435
- not
04 pacific National Bank of Washington kvailable 208,306
not
95  0ld National Bank of Washington vailable 74,997
06
07
03
09
10
1 LS 000213
12
i
The above banks and average monthly deposits are those of the
Investment Subsidiary only - formerly Golconda Mining Corporation.
ftem State whether there was any practice or atrangement under which a custodian bank named in
2.10(b) [ftem i.16(a) above maintained deposits of registrant’s funds or equivalent funds of any such INAP
custodian bank deposits in other banks ...............c.iitiiirinnniinnis (yes or no) _INAP
iz'e]"; Siate whether registrant complied with all requirements of Rule 17g-1 under the Act with
. respect to a fidelityboad . - . v v . 0 v .. G et s aosonosnsenoasnonne (yes or no) YES
[tem I registrant paid any dividend or made any distribution in the nature of adividend payment,
2.13 wholly or partly from any source other than the sources stated in Section 19 of the Act,
state whether such payment or distribution was accompanied by a written statement to the
stockholders disclosing the soutce or sources thereof and otherwise complying with the v
provisioas of Rule 19-lunderthe Act. . .......... Ci e e eesessss (yes or no) | INAP

%7

~)
—
=)

!

~>
—
pa—
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SC File No. 571 2342 E2Y ClogaleInd, Parcll—Nan

- | 1 [ coedy d .“a v eet
. |
[tem {a) State whether megistrant purchased any voting security of a company where, to the |
! Fiter g P ) _ , pany ,
2.14 xzowiedge of egistrant, cross ownership or circular ownership then existed or after such NO

acquisition existed, between registrant and the issuer of such security . . . ... (yes or no)

(b) if, to the knowledge of registrant, any cross ownership or circular ownership came into
exisience, state whether steps were taken by registrant, whea suchrelationship became INAP
kaown to it, to terminate such ownership . . . .. .. coeveveiiarsoens.. (yes orno)

[tem State whether registrant followed all procedures specified in Rule 2a-4 under the Act in
2.15 the making of periodic calculations of the current net asset value per share of its outstand- INAP
ingcapital StOCke « v v vttt ittt i s st st e eesas (yes Orno) |

=~
I

ltem (a) State whether registrant filed with the Commission any finaacial statement certified by
2.16 an indcpendent public accountant other than one selected or ratified in accordanco with NO
Section 32(a) of the Act and the rules thereunder. . . v oo vt v vt cvevsesnss (yes o¢ no)

(b) State whether registrant filed with the Commission any financial statement in the
preparation of which the controller or other principal accounting officer or employee of -
tegistrant participated other than one selected in accordance with Section 32(b) of the NO
Act(yeso:no;L____

N

tem Broker~dealer participations in portfolio transactions: é - 524
2.17(a) Total brokerage commissions'’ paid by registrant ..................uiuiinuns s _

————————
1/ See Note 1 to Item 2.17(b) below,

™~
v—s
wn

[tem Ten brokers which received the largest participations in brokerage commissions I on registrant's portfolio
2.17(b) transactions, set forth in order of size based on net commissions received:

' Give-Ups
Name of Broker ol | Coma Rec'd i P Commissions
Soc. Sec. No. | Fm. Regist. Others¥ Othars ¥ Received

. (A) (8) () - (D) (E)

0l  Dpominick & Dominick N/A 51,265 |° s 51,265

02 Midland Securities_Co. N/A 1,958 1,958

03 Reynolds & Co. o N/A 410 410

04 Bache & Company N/A 891 891
03
06
G7
08
09
10

LS 000214
1/ Forihe purnoue of this itum, include as brokeruyo commissiuna the t of the comp atlon on those principul triantuctions

(1.¢., new Jusuos und secondury distribulions) where tho compensstion wos (ized b
y ogreoment uniier the ruios of 4 nation.d
svcufilice exchunge, or where the discount or concession was specified in the m.an:uu or {ized by the terms ol‘lh: :u'?um‘.

2/ At the direction or request of registrant Or (te investment adviser.

zIN
r—
o

4
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Use

Item

2.18

Broxer-das.ers acting as princisals: Amoun:s of portioiio transactions (inciuding Government securities)
by regisizant with D:okers or deulers named in item 2.17(b) acting as priacipals and wils other
asuged as principals in the largest amounis:

brosers a: deaiers amoag e ten wiich en

Name of Broker or Dealerl/

IRS Empl.
Idaent, or
Soec. Sec. No.

. (A}

Principal Transactions

Purchases
Ragistrant

(8)

Salas
by
Registrant Total

(C) (D)

01

Tonnaluna & company

B2-0258524

$63,000 $63,000

02

03

0.4

0S

06

07

C3

09

10

11

12

13

14

15

16

17

13

19

20

21

eie]

23

24

25

25

27

28

29

30

————————

1/ Sct forth the names in & single list arranged in order

(irom highest to lowest amounts), and indicate by footnote

LS 00025

of the total amount of wransactions by registrant with each broxer or desler

each such broker or dealer which is also named in [tem-2.:7(b).

~
=z|—
-~

5
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2C FPile No. 3l0e 2222 . 2o TL.IszL-n T,

e
iC

ltem

219

}
State whetler any orders for the purc .ase or saie of porifolio securities on behal: of l
gea,s“,m ware p.ucc\. wiil & Droier or \.e...s Ia s@ieIn for any beneiits provtdec, Gi | NG

tectly or indirectly, to any other person' ... .. ... iiiiiiiieiiiieeii.. ... (yesOrn0)

——————————
1/ QOthier Lhan revistrunt’s invesunent sdviser or @ company of 1he cherscter described in clause (I1;) of the 1naruction to
ler soad of Part { of Form N-IR,

|2

ltem

2.20

State whether there was any family relationship, known to registrant, of ccrtain_ufﬁii;uud
persons of registrant, specificd in llem 2.20 of Form N-1R, with other such affiliuted pere NO
sons of rogistrunt or of its invesStment adviSCr. . .vvvvuierrivevrerennsassss (YOS OF NO) L_.___

~o
o

Item

2.2}

State whether there was any transaction between registrant’s invesiment adviser, or

any broker named in the answers to [tem 2.17 and 2.18 of Form N-1R, and (a) any di-

rector or olficer of registrant who was not an affiliated persoa of such investment ad-

viser or broker, as the case may be, or (b) any corporation or arganization coatrolled by NG
SUCR direCLOT OF OFFICRI. 1+« + v e envrsen s e aneeemnesannesnnersnsreennsenns (yes ot noj .

1/ Other than & wansaction {or which no information need be given pursuesat to the instructions to ltem 2.21 of Form N-iR.

IR )
-
v

ftem

222

State whether there was any indebtedness (other than by virtue of margin accounts)

of any director or officer of registrant who was not then an affiliated person of
registrant’s investment adviser, in an amount exceeding $1,000 to the investment
adviser or to any affiliated person thereof .............c.vciivveevnnnn.... (yes or no)

1
~o

LS 000216

6 o 0. & QOVERNMENT PRINTOIG OFFICE 068 O  103-099
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SEC File No, 811-1342 EXHIBIT__31 _

SECURITIES AND EXCHANGE COMMISSION
Washington, D, C. 20549

PART I

EDP ATTACHMENT FOR FORM N-1R
OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended November 30 ;9 70

GOLCONDA CORPORATION (FORMERLY GOLCONDA MINING CORPORATION)
(Name of Registrant)

LS 000217

Golc - CDA dm - 0218



SEC
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SEC Pile No. 811 1342 EDP Closed-End, Parc [I-NIR
ftem Classification:
1.00 2. Size: Value of total @8SEtS . . . . o vttt it e e e e S 57&146 (031
b. Diversified company = Sec. S(b)(1) . ... ... i i, (yes or no) o
¢. Dual purpose companyy . ... ....eocvrrn.., e (yes ot no) No

—————————————

1/ Has cutstending income and cepital shares.

[ ==
[=]
—

oo

Item Securities of registrant registered on a national securities exchange:

1.01

Exchange on which registered - check apprepriate columns:
Title of Clase: .
AMS {NYS |PCS[MSE|CBT]|CIN|DSE | BSEINAT] PBSIPIT|SLS|SPK|OTHER
Ol common - No Par Value X X X X
02
03
04
0s
06 LS 000218
07 '
TR N |

ltem

1.02(q) 1. If registrant is a diversified company, state whether at the end of each fiscal quarter
at least 75% of the value of its total assets was represented by cash and cash items
(including receivables), Government securities, securities of other investment companies,
and other securities as defined in Section Xb)(1)of the Act .. . ... ..... ... (yes or no)

2. If the answer to 1 above is “no”, state whether any discrepancy was wholly or partly the
result of the acquisition by registrant of any security or other property . ... ... (yes or no)

INAP

INAP

Item If registrant is a diversified company, state whether it made any commitment as underwriter,

1.03 immediately following which the amount of its outstanding underwriting commitments, plus
the value of its investments in securities of issuers (other than investment companies) of
which it owned more than 10% of the outstanding voting securities, exceeded 25% of the
value of itS t0tal @8SetE. . . v v v it v vt ittt et et (yes or no)

INAP

Item a. State whether registrant met the requirements of Subchapter M of the Intemal Revenue
1.04 Code during its last taxableyear. ... ........... ... ... ... ... ... ... (yes or no)

b. State whether it intends to do so during its current taxable year ........... (yes or no)

NO

IR

% .

H . b=}
o> |8

R =
nm)—la

QMmoo

"~

ltem Operating expense and income ratios: .
1.05 a. Ratio of operating expenses to total investment income . ........ovvveeen... |_INAP o
b. Ratio of operating expenses to average net assets ... ... co oo oo oo INAP
c. Ratioof net income to average net assets . . . . .o v c v vt ettt o u s ;NAP o
Amounts used in computing above ratios:
d. Total investment inCOME . . . .. vttt v i vt ottt onnorvonnnansess s $ INAP
e. Total operating @XPensSesS. . . . . vttt vttt v ittt e e e $ INAP
f. Totalnetincome . . ...t v v ittt it tnnsneeronaasnosesonsanens s INAP
B AVEIage net @aSSeS. .. ... ..ot eu vt o r ot ERLE INAD
2
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SEC File No, 8111342 EDP “losed-End, Part I-NIR [sec
Item Senior securities of registranc and applicable asset coverages: Amount Outstanding,
1.06 v Exciuding Tregsury
Title of Class Securities 007
2. Indebtedness (including bank loans):
R R it ;oo |
3. First Mortgagé Payable $2) C
4. Total INdebtedness ... .....o.onviven et et sl .0
S. Percent asset coverage for total indebtedness™. ..................... 27 % .E
b. Stock (senior security):
1.Preferred Stock-Inveoluntary Conversion Value  I$16.869,600 | .F
2. S el
3. i s o,
4. Total senior securities representingstock . .........oovviiviiaaaaans $16,869,600 W
5. Percent asset coverage for senior securities representing stock¥ . ..... 188.46 % |
1/ List sach class of senior security under the eppropriste heading.
3/ Amount of esch class of Indebtedness, or total involuntary {lquidation preference of esach class of stock.
¥ :‘ ‘mm."::?m (a3 a percentage) {or total indedeedness, L] specified in lnstryction 2 to [tem 1.08 of Form N-1R end Sectlon 18(h)
4/ A single ratio (as lpononn!o) for total indebtess plus senior securities representing stock, as specified in lastruction 2 to
ltem 1.068 of Porm N-1R and Jection 18(h) of the Act.
{tem  Sales, repurchases, and redemptions of securities
1.07(a) (totals for fiscal year): No. of shares?
' or prin, am’t, Not
Class: of debt Consideration
' (A) (B)
Common Stock:
Q8 Sales ....... ...ttt i sha. 853,675* s INAP 008
b. Repurchases ................ccvvvinnennn.. shs. s INAP 009
Preferred Stock:
C. SAleS ... ...ttt iai i shs. 449,956* s INAP 010
d. Repurchases and redemptions ............... shs. s INAP ol
Debt Securities:
L Y N L3 s INAP 1174
f. Repurchases and redemptions .................... H s INAP 013
*Exchanged for Astro Controls stock in merger of 9/15/70
1/ g::‘l\:c:mag.&:to:-um paper, sinking fund or similar periodic decresses under terms of governing instruments, and payments of
1/ Adjusted to reflect any stock dividend or atock split during the year. U any, specify date and basis:
LS 000219
|
ltem . i
1.07(b) State whether all securities issued by registrant, other than shares issued as stock
' dividends or stock splits or through reinvestment of dividends or distributions, were
registered under the Securities Act of 1933 .........cc.viriinraenneinenns (yes or no) Yes 034
Il'eo'; ) State whether registrant issued any of its securities: 038
07 (1) FoOr SerVICeS ... iviivreirtasiennnennasaaeccnsnseosncasoasonsn (yes or no) ‘_Ng____ A
(2) For property other than cash or securities (including securities of which
registrant is the issuer), except as a dividend or distribution to its security N
holders or in connection with a reorganization ..................... (yes or no) o .8
{tem
1.07(d) State whethet registrant sold any shares of its common stock at a price below the current
net asset value (exclusive of any distributing commission or discount), other than as
permitted by a provision of Section 23(b)of the Act...............cccon.n. (yes ot no) No 036
3

v
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SEC Pile Mo. 811 2342 EOP Closed-End, Parc I-NIR [sec
tem
1.07(e) State whether registrant purchased any securities of which it was the issuer, other than as No
permitted by a provision of Section 23(c) of the Act or the rules thereunder ..... (yesorno) b ﬂ
ltem  Persons owning of record, or known by registrant di-
1 09(1:) rectly or indirectly to own, control, or hold with power Social
) to vote, 5% or more of outstandiag voting securities of Tyoe -';;';wzi::"w <
registrant: 1/ - Now -
(If individusl, state laat, frst and middle names.) Ownership Ident. No. Owned
(A) (8) 038
0] First Greystone Associlates RB 43-08606161 9,82% N
02
03
04 _
Qs
Q6
07
08 _
09
10 _
L
12_
13
14_
13
16
17
1/ Insert "R’ If record, ‘B’ if beneficial, or “RB’’ if record and beneficial.
ltem  Approximate number of holders of record of each class of equity securities: Number
1.10 Title of Class of Holders
(A) (8) 03
$1.00 Cumulative convertible preferred stock - $1.00 par value | 1,662
Common stock - No par value _ 4,124
7% Convertible subordinated debentures due January 1, 1990 762
Warrants expiring August 27, 1971 18
Warrants expiring January 15, 1979 4
. prreng y oo LS 000220
Options on preferred stock 6
tem
1.11 (a) State whether registrant had a board of directors more than 60% of the members of which
were investment advisers of, affiliated persons of an investment adviser of, officers or em- 040
ployees of, or regular legal counsel for, the registrant. ... .................. {yes or no) F_N'o—— A
(b) State whether SO% or more of the members of the board of directors of registrant were
regular brokers for registraat or affiliated persons of any such brokers'/ ........ (yes or no) No .8
(c) State whether 50% or more of the members of the board of directors of registrant were
" principal underwriters of securities issued by registrant or affiliated persons of any such No
principal Underweiters! . . . .o\ e e e e e (yes or no) | ..C
(d) State whether 50% or more of the members of the board of directors of registrant were in- N
vestment bankers or affiliated persons of any investment banker” ............. (yes or no) o .0
(e) State whether a majority of the board of directors of registrant were officers or di- N
rectors of any one bank ... ... ... e s (yes or no) ° £

graph (a), to the board of directors of every investment sdviser of registrant.

1/ Except ss permitted by the provisions of Section 10(e) of the Act. If registrant is an unincorporated company not having &
board of directors, this item shall apply to the bosard of directors of the depositor of registrant end, except in the case of para-

4
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SEC File No. 811 _L342 ED” Slosed-End, Parc I-N1IR [ 3tc
Item Remuneration received by registrant’s directors,
1.12 officers and advisoty board members from the com-
(a)(1) plex: VV Total remuneration received by each of reg-
istrant’s directors, three highest paid officers, and Posm:no ss.oclc'l 00“1’:2: ,
advisory board members, whose remuneration .R.'I‘:":‘ oy ey from Complont
exceeded $30,000 from the complex: ¥ ol
Name (A) (®) N
(Last) (First) (Middle) $
01 Coen Michael J. |IChmn.Bd§500-07-4308 39,816
02 Kepen Albert S. |C vBd{31l/-05-9564 78,130
03 Lucas Lawrence N. [VP &Dir {283-10-9205 72,120
04 Kepen Robert P.|VP 313-24-5695 46,708
0s
06
07
08
09
10
11 -
12
13
14
Total ... [§£35.7/8 042
ltem
1.12 Total remuneration received as a group by all of registrant's directors andofficers
(a)(2) fromthe complex¥. .. ... ...outitenonnt i $440,465  fo4
[tem
1.12 Total remuneration received as a group by all of registrant’s advisory board members INAP
(0)(3) fromthe complexV. ...\ vuuiut ittt e s 044
Item Pension or retirement benefits: Total amount set
1.12(b) aside or accrued during fiscal year by the
complex!/ for pension or retirement benefits pro- Posl:'lono s-:cul::’ D;.ll'cz .'A:‘:::'
A . w i
qolsg&;?lﬁg:;:to each person named in Item Registrant2/ Nunber Aceroad
) ' 045
Name (A) (B) N
(Last) (First) (Middle)
01 Coen Michael J. Chmn.Bd 6,690
02 Kepen Albert S. |chmacmd -
03 Lucas Lawrence N. VP&DIR., 23,890
04 Kepen Robert P. VP -
05
06
07
08
09
10 _
v LS 000221 _
13 —
14
Total ... SM_ 046

Notes to Items 1 12(a)1) through 1.12(b):

t/
paragraph (a) of [teem 1.12 of

2/

The “complex” consists of n'llumt and companies and flrme related to registrant as specified in clauses (i) through (v) of
orm N-IR. The details with respect to the remunera
complex shall be inctuded in the answers to Item 1.12 of Form N-1R.

Indicate positions by the [ollowing symbols: D-director; O-officer; A-advisory board membar.

tion received from each member of the

s
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sEC File o 811 1342 EL Closed-End, Parc I-NIR| s8¢
ltem Remuneration in excess of $30,000 received
1.13 from ngistx::; and its subsidiaries b{ certain
other affiliated persoas of registrant (or c
affiliated persons thereof) or of its investment ,,“.‘;:;l é,':,], nﬁﬂ‘s'l'&'.!.". Aggregate
adviser of principal underwriter, as specified Ident. Ne. Were Rendered Remuneration
in Itam 1.13 of Form N-1R: V
If individual, state last,
first and middle names
(A) (8) (€) w
N
. . S
01 1 inde, Thomson,VanDyke,Fairchild §44-0658478 |[Legal FeessExp | 74,689
Langwor thy
92 grenner, Lockwood & O'Neal 44-0640008 [Legal FeessExp| 33,061
03
04
0S
06
07
08
1/ Baclude information furnished in the answers to [tems 1.12(a), 1.18(a)4) end 1.32(c).
. : Class of Employeses:
tem Employees of registrant and of any company
1.15 furnighing services at cost (Section Exec. and Research All Other Employees
' 2(a)(19)(iii) of the Act) to registrant: Number of: Number of:
[ Full-time Paretime " Full-time Parntime
. (A) 5» - 9237 (D)
(1) Ofregistrant..............coveen... 11 : =~ 048
(2) Of & Sec. X(a)(19) (iii) type company... | INAP INAP INAP TNAP 049
(a) State name of Company: L.
Golconda Corporation(Formerly Golconda Mining Corp.| 0%
N
tem Custody of securities and similar investments; depositories: 051
1.16 a. Name of custodian: ¥/ N
TYPO of custody: (check one) m
b, Bank = Sec. 17(D(1) « « ¢t t vt vttt e nesooenoenonosocssonnoens WA
¢. Member Nat’l Secs. Exch. —Rule 17f-1 .. ... .. Gttt et e ..B
d. Registrant ~Rule 17f-2 . . . . . .. v v v v e e a ettt et X .C
If registrant is custodian, name the depository:
e. Idaho First National Bank 053
LS 000222 N
1/ Insert in this space the name of the bank, sxchange member, or registrant, in sccordance with the rype of custody checked below.
Item Amount and type of fidelity bond(s): 054
1.17 . Total @mouUBt. . oo v v v vrenrnn ..., . vevevo.... |s_50,000 A
b. Type (blanket orindividual) s . v oo v v v un.. .. e Blanket -8
_ ©. State whether in effect the entire fiscal year ............ (yesorno) | _ Yes .C
é
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SEC Pile No. 8111342 EDP Glosed-End, Part I-NIR | st¢
ltem Investment advisory contract: Fee cate (annualized) under registrant’s advisory contract, as percent of
].]8 net asset value: _u"/ Value of Regisrrant'y
(d) (3).1 Net Assets and Fee Rare:
Net Asseots Annvual Fee
(in millions) Rate
Step:
(A) (8)
I Fimt......... e s INAP | INAP x| g5
2. OffeXt. ¢ v v vttt e cee. 9_5§
K TR o1 7 L S 0si
4, Ofnext.....ooouennoonesancens e RSN 3¢
5. Ofnext........ et e et e . . 05¢
6. Of NBRL. . et v tvoteroeerosnnenstornronesaes - ‘06(
7. Ofnext....... et et ettt e i e . Q‘J
8. Ofnext.......... et e, e g6.
9. Ofnext. e et vucertonaononnaeens S e e ‘e 06:
10, Of next. .. v v i v et toeeoorveeinnessnoeas ce e . 064
10, OfDext. o v e v v vt oo v v o s osvennsennsns C e erees e 06
12, Ofnext. . v v cveennan et e OLE
13, Of NBRt. ¢t oo et iv et nnnoentansansanensnnns cens 06/
14. Over. . . .. ...t e et se et e 06¢
1/ U registrant has more than one investment adviaer, set forth Ln the table the fee rete paid to the adviser nco;vlng the largest
fee ,ron registrant. State by footnote the name of such sdviser and, with respect to :K. other adviser, the name, the basis end
amount of the fee paid to it, and by whom such lee is peid.
v/ u {:;u based wholly or pertly on the performance of registrant, do not (i1l in this {tem, but so indicate in ftem 1.18(a)(3)3
3/ 1f a single rate ls charged, insert “no llmit® for the amount in this space. If gradusted fee rates are charged, insert the figures
ln successive spaces, and in the spsces opposits the step numbered L4, insert the final step amount and rate., Add additionsl
spaces U more are required.
ltem _
1.18 Percent of net asset value limit in advisory contract on total annual expenses of INAP % | o6
(a) (3)-2 registrant . v o .00 000 Cer e R T T T | L)
ltem
1.18 State whether advisory fee paid by registrant is based wholly or partly on the performance INAP
(0)(3)-3 ofregistrant . .........0. 0. ottt e et seea ettt e (yes or no) 070
ltem
1.18 State whether advisory fee paid by registrant is determined on a basis other than a percent
() (3)-4 of net assets or the performance of registrant . . . . ... .. et . (yesorno) [_INAP 071
(tem
118 LS 000223
(;) (4) Dollar amount of advisory fees paid by registrant . ..... $ INAP 02
Item Total dollar amount of advisory fees received by registrant’s adviser, or by any
1.18(b) effiliated ddviser thereof, from any associated registered investment companiestv ... $___ INAP ‘| 073

1/ “Assoclated rmuund lavestment company” for purposes of this item is deflned ln instruction 4 to [tem 1.11(a) of Form
N-1R, as qualifled by instructicn J to Item l.ll(g)-

7
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Item a. If during the fiscal year registrant entered into an investment advisory contract, state . o4
1.19  whether the action was by the vote of a majority of the outstanding voting securities of INAP o2
L T 14T | T D (yes ot no) L 2U48T A
b. If during the fiscal yesar registrant was a party to an investment advisory contract which
was in effect for a petiod of more than two years from the date of its execution, state
whether action was taken to renew SuCh Contract ..........covveerveennnenns (yesorno) | INAP 1.8
c. If during the fiscal year registrant renewed an investment advisory contract, state
whether such action was by either the vote of a majority of the outstanding voting se-
curities of registrant or by the board of directors/ in either case within a period of not more
than two years from the date of execution of the contract or sot more than one year from the
effective date of the previous renewal of the contract ....................... (yesorno) |_INAP | .C
1/ lncluding s majority of the directors who were not parties to the contrect or afflliated persons of the investment adviser or of the
registunt (except solely in their positions as directors of regismat).
ltem  Personnel of investment adviser (other than directors, officers, partners or Number ofy
1.2 proprietors): Full-time Part-time
(A) (B)
Class of personnel:
8, EXOCUtIVES ... .. ittiirininiriiiererneiieeiatsnassnn, INAP INAP 075
b. Economists, statisticians, and research................... INAP INAP 078
¢. Account supervisors and counsellors ..................... INAE INAP 077
d. All other personnel.....ccvvviveeinneneennnaronanenaces INAT 078
Item  Services which were supplied or paid for wholly or in substantial part by {yes o no)
1.22 investment adviser in connection with investment advisory contract:
073
a. Occupancy and office rental . .. ... ... ... ... ... .. .. iiiiiriiiiriiennaaanan INAP LA
b. Clerical and boOKKEEDING. .. ... .ovvneernineeernneeernninerernnareenns INAP .B
C. ACCOUNtING S@IVICOS . .. ... . ittt eieernrnenronnrnresoeneeesssonnnens INAP .C
d. Auditing Services ......... ... iuiiiiiiiiiiiiere ittt INAP .D
LT B Y U (- T INAP | €
f. Registration and filing fees ......... ... .. ... coiiiiierniernnecrennans. INAP .F
g. Stationery, supplies and printing ................ciiiiiiiiiiiiiananenn. INAP MeH
h. Salaries and compensation of registrant’s directors ....................... INAP ..H
i. Salaries and compensation of registrant’s officers ........................ INAP o
j» Reports to Shareholders. .. ........ovuureririniirnereorenrneneneanrons, INAP .J
k. Determination of net asset values .........c....iviieininrvnrinrnennnnnn _INAP | .k
I Trading department. .. .........uviuvnrnrerenrnenenronreorenroneennenns AINAP L
Other (specify):
m. INAP M3
n. INAP N
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Item  oiate whether registrant paid any continuing fee as a percent of net assets
.23 - to any person for services.‘/ otherwise than pursuant to an investment YES
BAVISOLY COMEIRCE . ... ...t iit ittt i it eiesiaaaanonsnensn (yes ot no)
If answer is ‘‘yes’’ state: H.F. M
b. To whom the continuing fee was paid: - Magnuson & Company
. lationship of recigient tQ registrant or its investment adviser:

c. Rels hip m&l]’.nc &c ountant servid

d. Nature of services: Accounting,general office services & stock transfer

e. Dollar amount of compensation paid. ... ... ... ... . i i il $ 20,30

f. Continuing fee rate (annualized) as percent of net asset value: Value of Resistrant's

Net Assets and Fee Rate:

Net Assets Annveal Fee
Step: (in millions) Rate
(A) (8)
) R 5 T 3 r v %
0 | 38+ T3 SO
T o T 2 -3« SN
Q. Of NeXL. .. . vteinrnennenanenrenesotossasssssotonnnans
LT o 1 38 1% 3 SO
6. Of MeXt......0iuniieeneeatoinnossonsoranssnosonnasnens
0 T 38 T 3
8. OfDeXt. ... 0.veiiienrieeenerareetaranannannsacaneenes
0, Of Nt ... ...vitiiieenrvneeroenioenrasessnsnnsoenssaos
10, Ofnext.. ... .iitiiieiireierereerntsnroncrnssonnnnnases
DG P o 3 1
12, Ofaext........iiiiiiineiiiiereetvriescacanssnneanane
13, Of next. .. .....coviiiieinrererceenneneessosvenesonen
14, OVl ... ittt it iiiianentoassotsrsnensonnessocanaanoen
LS 000225

1/ Except services specified in the lastruction to [tem 1.23 of Form N-1IR.

2/ If a single rute is charged, insert ‘‘no limlit’® for the smount in this space. If graduated {ee rates are charged, insert the {igures
la successive spaces, and in the spaces opposite the step numbered 14, insert the Anal step amount and rate. Add additional
spaces if more ere required.

{tem
1.24 State whether registrant reported in [tem 1.24 of its annual report on Form N-1R for the

fiscal year that any person (other than its investment adviser or other persons of the

character specified in Item 1.24 of the form and the instructions thereto) regularly furnished No

investment advice to registrant or to its investment adviser................. (yes or no)

ltem . Lotest: Preceding: Earliest:
1.25 Portfolio tumover for last three fiscal 19.70 19.69 1968
years:

(a) Total portfolio turnover: (A) (8) (€)

1. Purchases s_____ =  Isl,008,342 3 462,12

2. Sales $ 462,057 s 48,626 S 350,623
3. Monthly avg. value of portfolio secs. |$21,085,211 |$22,561,727 ($27,094,662 _
4. Percent tumover 2.19 % . 21% 1.29

(b) Common equity portfolio turnover:

1. Purchases s = $_1,008,342 |s__ 462,123
2. Sales s 462,057 [ 48,626 |s 350,623
3. Monthly avg. value of portfoliosecs. [$ 21 ,085,21) |s22,561,727 1$22.094,662
4, Percent turnover — 2,19 .« .21 «f 1.29%

9
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ltem
1.26 (a) Portfolio trading transactions; borrowing: State whether registrant engaged in aay 106
of the following types of transactions during the fiscal year: (yes oe ne) -
1. Margio purchases ... .. .......c..iiiiiiiierrtettiiieiienii et aranas A
2. Short SBLLIAE .....uutiuntteatte it e e et aaae e aaes §° .8
3. Jointtrading. . ... ..o it s e Ng .C
4, Option trading ............iiuuiireniinietrtanaiaiieioranaaronssnosnaanns N D
S Opton WHLAG ... ....o.viieuiiinriintearianrenteanenscarrerancsnnssnens v : 3
6. BOTTOWING Of MOBEY . ... eevveureenreuereeentarsunerenessiersnnsnnneranens e F
(b) State whether the transactions, if any, reported in the answer to (a) above were
permitted by registrant’s policies as recited in its registration statement and reports :
filed under the ACt. ...........uitineenniniiniieiartatiariatsiiatntaronconsans Yes Gl
Item Yalve in Restricred Percent of Torai
]27(5) Securities: Net Assets:
Value of total net assets invested in ‘‘restricted securnties’’, (A} (B)
other. than straight debt securities, at end of the
fiscal yemr .. ... .. .. et it s 2,584,812 8.13 % 107
{tem
1.28 State whether registrant followed a practice of purchasing portfolio securities shortly No
prior to the ex-dividend dates...............coiiiiiiiieiirennnnanenns (yes ot no) 108
Atem
1.29(b) State whether registrant distributed capital gains distributions on other than an annual
L T e (yes ot no) INAP 109
Item
1.30 State whether definitive proxy material was filed with the Commission with respect to
all solicitations of shareholders of registrant by or in behalf of the management of
registrant of it investment AdVIBEL. .. ...oiovet et ianeriieeriannna. (yes or no) Yes 110
ltem
1.31  Considerations which affected the participations of brokers or dealers in commissions
or other compensation paid oa portfolio transactions of registrant: (yes or no) 1
2. Sales of registrant’s shares .. .............. ... . cciiriirriiriiennenaenn INAP —A-
b. Receipt of investment research and statistical information................... INAL .B
c. Receipt of quotations for portfolio valuations .. ........cvvinrennrenneennnn, INAP .C
d. Ability to execute portfolio transactions efficiently and at best prices ........ INAP .0
e. Receipt of telephone line and wire Services. .. .......covuiinnreunnnneenenns INAP ..E
f. Affiliated relationship of brokerordealer, .. ... ..........cooviiiiiinrennnn, INAP .F
g. Arrangement to return or credit part or all of commissions or
equivalent, or profits thereon:
1. To investment adviser or an affiliated person
BHEMBOE o\ tiunn ittt ittt et e et et e aaa s INAP .G(:
2 TOPEEISIIANE ...\ttt et ettt it et ieer et e INAP .H
Other (specify):
h. INAP 1
. INAP )
LS 000226
1/ VWith registrant, its investment adviser, or an affllisted person of either of them.

n
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ftem

1.32

Direct or indirect interest waich each director, officer, member of any aavisory board or committee, and any
person who owns of record or is known by registrant to own beneficially 5% or more of the outsundinb vot-
(a)&(b) ing securities, and each partner, of registrant or of its investment adviser, had in the firms specified

Name of investmeat adviger in which interest
was held: ¥

IRS Empl.
Ident. No. or

Sec. Sec. No.

(A)

if security helder,
indlicate:

If parmer,
check:

Holder of mere
than 25% of

eny classV
(8)

Holder of 25%
ar less of

any class

(€)

Helder
oll V1ot 4

arges?
interests| Other

(D) (&)

Name(s) of holder of interest and relationship
to registraat or its investment adviser:

01 INAP

INAPPLIC]

ABLE

02

03

04

0s

06

07

08

09

10

11

12

13

14

15

16

17

18

19

See next page for notes.

LS 000227

n
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SEC File No. 811._1342

EDP Closed-End, Part [-NIR sec

ltem
1.32
(a)8(b) continved

{tem 1.32'a) and (b) notes:

if necenaary. [nsert the followin

4/ Indicste in the spplicable column esch class of securl
Where the interest owned was that of a sole properietors.

1/ For the purpose of this table, ‘‘interest’’ means owmership interest (direct ar indirect).

2/ Insert name of (irm in which lnterest was heid under this caption and, if interest was indirect, the name of the firm in which the direct

interes: was held and the pertinent relationship, Owit the name of any firm in which there was no interest.
3/ Insert name of holder of Interest. If holder is an individusl, state last, first, and middle names. Use two lines within & numbered space,
umbou after the name of the holder, as pertinent, to indicate all spplicable relationshups R-registrant:
I-investment adviser; D-director; O-officer; A-advisory board member; S-security holder (5% or more of outstending voting secuntiss);
P-pariner. For example, use ''RDO’ to denote positions with registrant a8 director and officer. Omit the names of sl] persoss who owned
00 direct or indlrect interest. Il more spece ia required, use an additional sheet with the same column headings and ceplcas.
held and whether It is & voting security, using footnote il more spece is required.

, this fact shall be stated. .

LS 000228

If security holder, indicare: 1 :;:?h"'
Hol
Broker or desler named in Item 2.17(b) or 2.18, IRS Empl. Helder of more | Molder of 25% |, 1 t',"
in which interest was beld, ¥ holder of such {dent, Ne. or | than 23% of orloss of  |'igoungs
interest and holder’s relationship to registrant See. Sec. No. any class ony class intecasts| Other | 114
or its investment adviser: (A) (8 () (D) (B) N
INAP INAPPLICABLE

12
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ltem Participations of affiliated brokers or dealers YV among the ten beokers (Item 2.17(b)) which received the
1.32(c) largest participations in brokerage commissions on registrant’s portfolio transactions and among the ten
and (d) brokers or dealers (Ttem 2.18) which engaged as principais in the lazgest amounts of registrant’s portfolio
transactions, in brokerage commissions?/ on portfolio transactions (1) of registrant, and (2) of any
associated registered investment company: ¥
Give-Ups
Nome of Affillated IRS Emol. Cross Received from Paid v Net 115
Sraka o Deaic’/ ot e, | CTomtd” | amenst | oment | Sy | ¥
{A) (8) - {Q) (0 (E)
(1) Participating in registrant’s broker- M $ s S
age commisgions:
01 INAP _ INAPPLICABLE
02
03
04
0s
(2) Participating in associated registered 11_5
investment company’s brokerage N
commissions: ¥
0L = INAP INAPPLICABLE
02
03
04
0s
LS 000229
1/ For the purpose of this item, ‘‘alfllisted broker or dealer’’ (s any broker or dealer of which a director, officer, member of any advisory '

r
board or sdvisory committee, or any person who owns of record or is known by registrant to own beneficially $ percent or more of
the outstanding voting securities, or any partner, of regiatrant or of its Investment adviser, was an sffllisted person.

2/ Por the purpose of this liem, include se hvonrcto commissions the t of the comp tion on those principal rensactions
(1.0., new issues and y distributi ) where the compensstion was [ixed by agreement under the rules of s national
securities exchange, or where the discount or concession was specified in the prospectus or lixed by the terms of the offering.

¥ ;_Auogl::.od registered investment company® for the pwposes of this item is defined in lnstruction 4 to Item 1.11(s) of
orm N-1R.

4/ Indicate basis of affiliation (ss defined in note | ebove) of each named broker or dealer by foomote or otherwise.

5/ Insert name of essociated registersd investment company under this caption, end indent names of affilisted brokers or deslers
receiving panticipations in brokerage commissions paid by such company under the name of the company.

8/ At the direction or request of registrant or of the essocisted registered inventment company, as the cese may be, or of the
investment adviser or principal underwriter thereof. .

13
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Item Portfolio composition: Value of total assets in- Number of Percont of
1.3%(a) vested in various types of securities: lssves Valve Total Assere

(A) {8) (C)
1. U.S. Government” ............ccouiennn... %
2. Short-term debt” (other than U.S. Gov't). . ...
Long-term debt (other than U.S. Gov't):
3. Noa-convertible.......................
4, Convertible ...................c..0e
Preferred stocks:
S. Non-convertible.......................
6. Convertible...............c0ovivinn... ' _
7. Common Stocks ........ccooveenenennennn. S5 | 19,824 995 | 34,70
8. Options or wartants, .. .......ccovvnen....
9. Othersecurities ...........ocveevunenn.n.
10. Cash and otherassets ..............c...... —_— % _ﬂ_
11. Total assets ..........covvven..... e mererPrE— 100.00%
12. Short positions (all types of sec’s) ........
1/ 1ssusd by the United Statss or an lnstrumentslity thereof.
2/ Payable on demend or ia not exceeding one year from date of {ssusnce of renewsl.
3/ Include eny options or warrents ettached to snother security with, and in the category of, such other security.
Item Five industries of heaviest concentration in common stocks: Volue of Common Stock | Percent of Value
1.39(5) investments in Each of Total Assets
Name of [ndustry _
o (A) (B)
01 Mining s19,824 /995 100.00 %
02
03
04
0s
ltem Five largest common stock holdings in individual companies: Value of Percent of Valye
].39lc) Investment of Totol Assets
Name of Company (A) (8}
91 Hecla Mining Company $16,367,468 28.64 %
02 Alice Consolidated Mines, Inc. 2,584,812 4.52
03 Granduc Mines, Ltd. 326,400 0.57
04 square Deal Mining & Milling Co. Ltd. 209,466 0.37
05 raluz Mines, Ltd, 20,900 0.04
ltem Market discount or premium from net asset value of outstanding End of Piscal Year:
1.39(d) common stock:
Common Stock (per share): Latest Preceding
Fiseal 19___ Fiscal 19 __
(A) (8)
1. Netasset valuepershare ..............covvuvnnnnennn.. s___INAP s__INAP
2, Market price™ . ... it e, 3 H
3. Market discount ( P orpremium ............0000unneen.. S s
4. Percent market discount ( ) or premium¥. % %

1/ Closing sale or mesn of bid and seked.

1/ Indicste discount by

placing figures in parentheses.

LS 000230

3/ State as a percentage of nat asset value. If s discount, place the percentage in parenthesss.
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SEC File No. 811-1342 EXHIBIT 1.

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

PART II

EDP ATTACHMENT FOR FORM N-1R
OF REGISTERED CLOSED~END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended NOVember 30 ,470

GOLCONDA CORPORATION
(formerly Golconda Mining Corporation)

(Name of Registrant)

LS 000231
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[tem

2.01(1)

Attendance of directors at «..mal meetings:

- a. Total aumber of formal meetings held by the board of directors ................... 7

Percent total attendance of directors at formal meetings of the board of directors
(ratio of the total of the number of directors in attendance at the respective meetings
of the board to the total of the numbers of the members of the board at the dates of
such meetings): :
b Affilinted direCtors .. . .......iuet ittt _g,g_-%;_l
c. Unaffiliated directors’ ... ... ..iuvrvnietininrarrnrnaeaeeierneeaens . ]

1/ As defined in the instruction to [tem 2.01 of Form N-IR.

SEC

Ll
*lo

o

ltem

2.02

Portfolio purchase and sale transactions in securities of same class of same issuer within a six-month
period:

Total purchases .. ... ... ..o iiim ittt erasearsssennnasroneis
Total Sales . ... ... i i i it ettt e
Total putchases and sales ...............coiiiinninrnnnnnnrinnnesenons $
Total purchases and sales as percent of monthly average value of portfolio

securities for the fiscal year . . ... ... ... .coitiiiriiitinneiiiiianaan, %

-

-

anoe

1/ The monthly average value of the total portfolio securities shown In Item 1.25(s)3 sbove shall be used ln computing this
percentage.

ltem

2.04

Purchase of securities during underwriting by affiliated principal underwriter (Section 10(D):
State whether registrant reported in Item 2.04 of its annual report on Form N-1R for the fiscal
year any transaction which was not exempted by an order of the Commission or exempted or

excepted by the provisions of any rule under Section 10(f).of the Act........... (yes or no) NO

ltem

2.05

Purchase of interest in investment company, investment adviser, broker, dealer, underwriter,
or insurance company (Section 12(d)): State whether registrant reported in Item 2.05 of its
annual report on Form N-1R for the fiscal year any transaction which was not exempted by an
order of the Commission or exempted or excepted by any provision of Section 12(d) of the
Actorany rule thereunder. .. .......... ... iiiiiiniirreeinnenntaneaannan (yes or no) L NO

{tem

2.06

(a) If any vacancy in the board of directors of registrant was filled by action of the board,
state whether, immediately after the filling of any such vacancy, at least two-thirds of the
directors then holding office had been elected by the holders of the outstanding voting se-
curities of registrant at an annual or a special meeting of the shareholders® ... ... (yesorno) | NO

(b) If at any time (during the fiscal year) less than a majority of the directors of registrant

then holding office had been elected by the holders of the outstanding voting securities of reg-
istrant, state whether a meetingof suchholders was held withinsixty days for the purpose of
electingdirectors tofill any existing vacancies in the board of directors'......... (yes orno)|____ INAP

LS 000232

1/ The reporting requirements of this item shall not spply to registrant if it ls 8 common law trust existing on the date of enactment
of the Act under sn indenture of trust which does not provide for the election of trustees by the shareholders. If registrant is
Such & trust, it Shall CheCK Mere ... . i it iiiiuunnsueeansoassooasnsnsrosssocssensssoonerssssssonsassnnssnsnoss

Item

2.07

Transactions between registrant ot controlled company and affiliated or certain other per-
sons (Sections 17(a), 17(b), 17(c), and 21): State whether registrant reported in Jtem 2.07 of
its annual report on Form N-1IR for the fiscal year any transaction which was not exempted by
an order of the Commission or exempted or excepted by any provision of Section 17 or 21 of

the Actorany rule thereunder. ... ............ ... iirinenrnnnnnnnnn. (yes or no) NO

~
o
—

o]

o

208
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Item State whether there was any transaction between registrant and any corporation or organiza-
2.08 tion (other than registrant’s investment adviser) which was an affiliated person, known to be NO
) such by registrant, of any director or officer of registrant’s investment adviser!/ (yes or a0)
1/ Other tham s tremsaction for which no information aeed b9 given pursumnt to e instructicas to [tem 2.08 of Povm N-IR.
ltem Remuneration of certain affiliated persons acting as agent in property transactions or as
2.09 broker in securities transactions (Section 17(e}): State whether registrant reported in Item
2.09 of its annual report on Form N-1R for the fiscal year the payment of any compensation
which was not exempted by an order of the Commission or exempted or excepted by the NO
provisions of any rule under Section 17(e) of the Act . . ... e e e ++ .+ (yes or n0)
item Name each bank, other than a custodian bank named in Item 1.16(a), in which Avera
2.10(a) registrant kept deposits, and state the average monthly balance thereof in each Monthly
during the fiscal year: IRS Empl. Balance of
Ident. Me. Deposits
Name of Bank (A) : (8)
s
0l 1daho First National Bank 82-6005448 20,049
02 First National Bank of Wallace B2-017462 1,759
03 FPirst Federal Savings and Loan _E3-0109357 1,435
not
04 pacific National Bank of Washington Agyailable 208,306
. not
05 014 National Bank of Washington Bvailable 74,997
06
07
08
09
10
- LS 000233
12
_
The above banks and average monthly deposits are those of the
Investment Subsidiary only - formerly Golconda Mining Corporation.
Item State whether there was any practice or arrangement under which a custodian bank named in

2.10(b) Item 1.16(a) above maintained deposits of registrant’s funds or equivalent funds of any such INAP

custodian bank deposits inotherbanks .................................. (yes or no) |
lz'el"l' State whether registrant complied with all requiremeats of Rule 17g1 under the Act with
. respecttoafidelity bond . . .. o . i ittt i e i e e st e e e (yes or no) YES
ltem If registrant paid any dividend or made any distribution in the nature of adividend payment,
2.13 wholly or partly from any source other than the sources stated in Section 19 of the Act,

state whether such payment or distribution was accompanied by a written statement to the
stockholders disclosing the source or sources thereof and otherwise complying with the

provisions of Rule 19-1underthe Act. . . . ....... .. it vnnennn. (yes or no) __IE&E__
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Item (a) State whether registrant purchased any voting security of a company where, to the
2.14  knowledge of registrant, cross ownership or circular ownership then exiated or after such NO
acquisition existed, between registrant and the issuer of such security .. .... (yes or no)
(b) If, to the knowledge of registrant, any cross ownership or circulas ownership came iato
existence, state whether steps were taken by registrant, when such relationship became INAP
known to it, to terminate such ownership . . . .. ... ... ceresesesaseses (yes o2 n0)
{tem State whether registrunt followed all procedures specified in Rule 2a-4 under the Act in
2.15  the making of periodic calculations of the current net asset value per share of its outstand- INAP
ing capital stock. . .. ... ... ettt Chteerr e cees(yesorno) Lo —
ltem (a) State whether registrant filed with the Commission any financial statement certified by
2.16 an independent public accountant other than one selected ot ratified in accordance with NO
Section 32(a) of the Actand the rules thereunder. . . . ..ot ve v n v vons (yes ot no)
(b) State whether registrant filed with the Commission any financial statemest in the
preparation of which the controller or other principal accounting officer or employee of )
registrant participated other than one selected in accordance with Section 32(b) of the NO
Act ........ Chesreeresaaceanee e (L X &)
ltem Broker-dealer participations in portfolio transactions: 4,524
2.17(a) Total brokerage commissions” paid by registrant ........................... s '
1/ See Note 1 to [tem 2.17(b) below.
{tem

Ten brokers which received the largest participations in brokerage commissions V/ on registrant’s portfolio

2.17(b) transactions, set forth in order of size based on net commissions received:

1/

Give-Ups
Neme of Broker o | Comnhard | heme | | Commivsions
Soc. Sec. No. | Fm. Regist. Others” Others Received

) (A) (8) (C) (D) (E)

01  pominick & Dominick N/A $1,265 |$ $ 51,265

02 Midland Securities Co.| N/A 1,958 1,958

03 Reynolds & Co. i N/A 410 410

04 Bache & Company N/A 891 891
05
06
07
08
09
10

LS 000234
1/ PFoe the purpose of thia item, include as brokersge commissions the of the lon on those principal ransactions

(1.e., new jgsuss end secondary distridutions) where the compensstion wes fized by agre mt under the rul { & national
securities exchange, or whers the discount ar concession was specified In the mlnem:':' fized by u:. ":‘;‘oo‘ t:: o??:rm.

At the direction or request of registrant or its Investment adviger.
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{tem Broker-dealers acting as principals: A.mounts of portfolio transsctions (inqluc!ing Governm_ent securities)
2.18 by registrant with brokers ot dealers named in ltem.2.§7(b) acting as principals and with other
) brokers or dealers among the ®a which engaged as principals in the largest amounts:

Principal Transactions

Name of Breker or Dealer}/ '&3”!':"::- Purchases. Seles 7

by
Ses. Sec. No. Registront Registrant Totul N

(A) (8) () (D)
01 pany 2-0258524]s -~ $63,000 $ 63,000

LS 000235

1/ Set lorth the nemes tn ¢ eingle Lst mmu ia order of the total amount of ransactions dy registrant with esch broker er desler
(from highest to lowest amounts), end ate by footnots ssch such broker or dealer which is aleo named In Item 2.17(W).

]
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{tem
2.19  State whether any orders for the purchase or sale of portfolio securities on behalf of
registraat were placed with a broker or dealer in return for any benefits provided, di- NO
rectly ot indirectly, to any other person'’ ...............iiiiriiiiiniiinans (yes ot no)
t/ ’ thas strent’s iavestment adviser or 8 company of the charecter described La clause (lii) of the Instruction te

[tem 1.34 of Part [ of Form N-1R.

{tem

220

State whether there was any family relationship, known to registrant, of certain affiliated
persons of registraat, specified in Item 2.20 of Form N-1R, with other such affiliated per- NO
sons of registrant or of its investment adviser. . .................o0iiiunnnn (yes or no)

Item

221

State whether there was any transaction between registrant’s investment adviser, or

any broker named in the answers to Item 2.17 and 2.18 of Form N-1R, and (a) any di-
rector or officer of registrant who was not an affiliated person of such investment ad-
viser or broker, as the case may be, or (b) any corporation or organization controlled by NO
such director or Officer!. .. . ... ... e ianene s (yes or no)

1/ Other than s transaction for which ao information need be given pursuant to t:lu Instructicas to Item 2.21 of Form N-1R.

ltem

1222

State whether there was any indebtedness (other than by virtue of margin accounts)

of any director or officer of registrant who was not then an affiliated person of

registrant’s investment adviser, in an amount exceeding $1,000 to the investment NO
adviser or to any affiliated person thereof .................ccvivirnnenan., (yes or 00)

LS 000236

stc
use
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